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ACTIONS SPEAK

TALENTED LEADERSHIP TEAM

STRONG BALANCE SHEET

FOCUSED PORTFOLIO

Trizec Properties, Inc., a real estate investment trust (REIT) headquartered in Chicago,

is one of the largest owners and operators of commercial office properties in the
United States. The Company has ownership interests in and manages a high-quality
portfolio of 52 office properties totaling approximately 37 million square feet
concentrated in the metropolitan areas of seven major U.S. cities.

The Company trades on the New York Stock Exchange under the symbol TRZ.




LOUDER THAN WORDS

OPERATIONAL EXCELLENCE

POSITIONED FOR OPPORTUNITY




N o, LEADERSHIP Inspire creative thinking and stimulate innovative ideas
TRIZEC for optimal results
“Great companies that endure and thrive over time
do so largely because they have attracted, retained and motivated

the best talent in their industry.”
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MESSAGE FROM THE CHAIRMAN
I have never been more proud to be a part of Trizec Properties than I am today.

Coming off a solid 2003 in terms of operating performance, along with very strong returns

for our investors, we began 2004 with a renewed sense of confidence that flowed through the
entire organization. The year’s performance vindicated our confidence. Our 2004 results also
validated our strategy and demonstrated the strength of our staff and our operating platform.
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Great companies that endure and thrive over time do so largely because they have attracted,
retained and motivated the best talent in their industry. These are also the people who have

a passion for their business and are totally dedicated to their roles in building and maintaining
their enterprise. They maintain their resolve to devise the right strategies, to implement

them and to make the right choices in order to maximize the company’s success on behalf

of its stockholders.

By choosing and attracting Tim Callahan as President and Chief Executive Officer, Trizec has
been successtful, through his outstanding leadership, in creating such a team. Having had the
privilege of working closely with Tim since his arrival, I firmly believe, now more than ever,
that our company, only three years after being launched as a U.S.-based REIT, is very well
positioned for the future. The exceptional quality of our board and their unique ability and
dedication to Trizec provide the strategic guidance, corporate experience and financial expertise
that significanty enhance the effectiveness of Trizec’s outstanding operating team.

Some of the choices that we have made during the last couple of years have been clear-cur,
while others have been more difficult. But the cooperation of the executive team with the board
enabled it to identify the best strategies and to execute them, with the result that Trizec emerged
as one of the most highly respected and financially sound real estate companies in its field

in the U.S.A.

Looking toward the future, this team will be counted on to build on the strong position that

it has established — through prudent deployment of capital, operational excellence, smart leasing
and outstanding customer service. By adhering to these fundamentals and taking advantage

of the opportunities ahead, the Company will build upon the accomplishments to date

and continue our goal of delivering attractive returns to our stockholders.

As the economy improves, we are confident in our ability to continue making the right moves
in order to thrive — employing an aggressive and winning strategy, while maintaining a vitally
important fiscal discipline. In summary, I would like to thank our group of highly dedicated
employees, our directors for giving us their advice and credibility, and our stockholders for their
confidence. We are all totally dedicated to continuing to justify your investment in Trizec.

Peter Munk
2 Chairman of the Board of Directors




LETTER FROM THE PRESIDENT AND CHIEF EXECUTIVE OFFIGER
To our Stockholders, Employees and Customers:

Most of our efforts, along with our most notable achievements in 2004, can be summarized
in one phrase — Moving into Position.

In the face of continuing challenges in the marketplace, this was a year in which our team
here at Trizec rose to the occasion to produce another year of solid operating results.

On top of that, we pursued an ambitious agenda to significantly reposition and strengthen
the Company’s office portfolio and financial standing. The success that we had in achieving
our objectives in 2004 has positioned Trizec to take advantage of future opportunities

that we deem to be strategically sound.

In many respects, we executed beyond our initial expectations. Among the highlighes:

* Further focused our portfolio by selling over $1 billion in non-core assets.

* Acquired premier office properties in two of the strongest office markets in the nation —
Los Angeles and Washingron, D.C.

* Leased six million square feet of space, increasing total occupancy by 2.9 percentage points.
* Removed encumbrances on over 20 assets with a total value in excess of $1 billion.
¢ Secured a new, more flexible credirt facilicy.

* Delivered a total return to stockholders of 28.8 percent in 2004,
resulting in a two-year total return of 126.6 percent.

Balance Sheet Liquidity & Flexibility

It was a busy year for our finance team as they executed several significant transactions.

These included the completion of $600 million of non-recourse refinancings on two midtown
Manhattan office properties, the securing of a new $750 million unsecured credit facility

and the paydown of $444 million of variable rate tranches of our CMBS loan. The financial
flexibility that these transactions created enabled us to accelerate the disposition of assets

and create greater liquidity. As a result of our disposition and financing activities, total debt
decreased by over $460 million during 2004, reducing year-end leverage to approximately

48 percent compared to 57 percent in 2003 and 73 percent in 2002, At the same time,

our exposure to variable rate debt has been reduced to 7 percent compared to 12 percent

in 2003 and 36 percent in 2002.

(continued)



TRIZEC

This page:
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FOCUS | The acumen to concentrate on cancise, well-defined objectives

and strategic positioning

“Reducing our presence from 16 to 11 markets has enhanced our ability

to focus on building critical mass in a select number of core markets.”

Portfolio Repositioning &
Capital Recycling

During 2004, we took advantage of the
investment market and sold 14 office
properties totaling 6.8 million square feet
while exiting five non-core markets —
Baltimore, Columbia, Columbus, Pittsburgh
and Sacramento. Reducing our presence
from 16 to 11 markets has furcher enhanced
our ability to focus on building critical mass
in a select number of core markets. During
this repositioning, we not only looked

at our non-core markets, but also executed
on attractive capital recycling opportunities
involving non-core properties within core
markets. A prime example was the sale of

110 William Street in downtown Manhattan.

Also significant was the fact that we achieved
our goal of becoming a REIT focused
exclusively on U.S. office properties.

The year began with the sale of our last

non-U.S. asset, 151 Front Street in Toronto,
for $59 million. We then completed

the sale of the Hollywood & Highland
retail/entertainment complex and hotel,

our last remaining non-office property,

for $201 million. Although Trizec could have
sold the complex earlier, we made the
strategic decision to stabilize the asset’s
operations first and then sold the property
in early 2004 at pricing above both internal
and external expectations.

With the liquidity that was created in 2004,
Trizec was also able to address the acquisition
side of our portfolio repositioning program.

In August, we acquired Bank of America
Plaza, a premier 55-story, 1.4 million-square-
foot, Class A office building in the Bunker
Hill submarket of downtown Los Angeles,
for $435 million. This property more than

doubles Trizec’s presence in downrown




Los Angeles, a key submarket that we believe
will emerge as a thriving 24/7 community.
Most importantly, the property stands out

as a solid investment as it provides stable
cash flows, limited lease expirations over

the next few years and marker rental rates
currently averaging 25 to 30 percent above
in-place rents.

In November, in a transaction valued

at $76.6 million, we purchased a substantial

interest in 2001 M Streer, N.W., a 229,000-

square-foot, Class A property in Washington,
D.C. The 211,000-square-foot office portion
is currently 100 percent leased through 2011
to a high credit-quality tenant.

Trizec’s activity in the Washington D.C.
market did not stop there, as this year also
marked our entrance into a new joint venture
to develop the high-profile Waterview site

in Rosslyn, Va. The mixed-use project consists
of a 625,000-square-foot office tower,

170 residential condominiums and

a 155-room hotel. Together with our partners,
Trizec announced The Corporate Executive
Board Company has agreed to lease the entire
office portion for 20 years. The lease is the
largest private sector lease transaction ever

to be executed in the Washingron
metropolitan area.

Stock Performance & Liquidity

These important additions to our portfolio
are just a few examples of the opportunities
that we will continue to seek in order to grow
stockholder value. The significant progress
our team has made in repositioning the office
portfolio and strengthening the balance sheet
has not gone unnoticed. The total return

to our stockholders during 2004 was

28.8 percent, following a total return

of 75.9 percent in 2003. This translates

into a two-year total return performance

of 126.6 percent, which compares favorably
to the Morgan Stanley REIT Index's two-year
total return of 79.8 percent. Also significant
is the increased liquidity in Trizec’s stock.
Trizec started 2004 with average daily trading
volume of approximately 250,000 shares

and ended the year with over three times

that volume at approximately 800,000 shares
per day. To further enhance the ability for
investors to purchase Trizec stock, in 2004
the Company established a Dividend
Reinvestment and Stock Purchase Plan
through which shares of Trizec's common
stock may be offered.

(continued)
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TRIZEC

FURTHER REDUCED
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SERVICE

To accommodate the individual requirements and interests

that benefit our constituencies on a continuing basis

“To work even more effectively to satisfy customers...

to provide a superior level of life safety, security and emergency

preparedness in our buildings.”
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Leasing

On the leasing front, our industry sector
had hoped that a robust economic recovery
in 2004 would serve as a catalyst for stronger
office space demand. That level of recovery
simply did not materialize. Despite the
difficult environment, however, our leasing
professionals did a very good job of

leasing approximately six million square feet
during the year, increasing occupancy from
86.6 percent to 89.5 percent. In addition,
our average term on new/renewal leases

increased from 6.4 years in 2003 to 6.8 years.

Looking forward, it does seem the overall
office market has found its bottom

as evidenced by improving national vacancy
rates and absorption levels. In fact, 2004
marked the first year-over-year decline

in overall office vacancy since 2000,

driven by a ten-fold increase in net
absorption as compared to the prior year.
To support these positive market trends,

office-using employment has almost regained
the peak levels achieved in 2000. However,
even with these improving trends, there is still
some way to go as the market works to
absorb the vacancy created by the significant
office construction deliveries that occurred
between 1999 and 2001 coupled with the
subsequent decline in employment levels.

It is important to note that the pace

of construction has slowed significantly

with just one percent of inventory

being delivered during 2004.

To support our leasing goals, another notable
achievement this year was the introduction
of a technologically enhanced lease process
system. By streamlining the lease process,
this customized, state-of-the-art software
system improves accuracy and ultimately
reduces the time it takes to get a proposal
and lease into our customer’s hands. This
enables our people to work more efficiently
and our customers to be more satisfied
with their leasing experience.




Trizec’s National Leasing team also made
great strides this year. Armed with an
intimate working knowledge of the space
objectives of our top 100 national customers,
the team provided counsel and support to our
local leasing teams and helped to facilitate

12 percent of this year's leasing transactions.

Operational Excellence

This year brought about some imporrant
changes in our management structure. We
formally launched an Operating Committee
to oversee and further develop our operating
standards, and to take responsibility for the
timetable and execution of all company-wide
initiatives. This committee drives our efforts
to work even more effectively to satisfy
customers and develop our employees.

In conjunction with the creation of this
committee, we also named Bill Tresham as
Executive Vice President & Chief Operating
Officer. Bill has been with Trizec since 1995
in various operational leadership roles. Prior
to this appointment, Bill had served as
Executive Vice President, Strategy &
Operations, where he formulated process
improvements for leasing and operations.

In January of 2005, we also welcomed back
Brian Lipson. Brian, who had served as an
investment executive at TrizecHahn from
1997 through 2001, rejoins us as Chief
Investment Officer, bringing back with him
a strong investment track record.

In addition to these more recent
enhancements to senior management,

Mike Colleran, who joined us in 2003 as our
Chief Financial Officer, continued to make
great progress in streamlining our accounting
department as well as strengthening our
financial disclosure processes within

our finance and treasury departments.

An improvement directly benefiting our
customers was the implementation of

a portfolio-wide, state-of-the-art system for
handling tenant service requests and tracking
preventative maintenance. With greater
billing accuracy and less time needed for
document preparation, we have reduced the
time it takes to resolve a tenant request by
75 percent. Tenants are receiving bills within
days of the close of the billing cycle — and in
turn, we are collecting payments an average
of 15 days sooner than before.

2004 also marked the official rollout of
Trizec’s new National Security and Life Safety
Program. Recognizing that prevention is the
cornerstone of emergency management,

our Security and Life Safety team has
implemented the latest advances in
sophisticated systems for delivering timely
and accurate emergency information at each
of our properties. The program exemplifies
Trizec’s commitment to providing a superior
level of life safety, security and emergency
preparedness in our buildings.

(continued)
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TRIZEC

DISCIPLINE

The ability to maintain resolve in a changing environment

“We will buy those properties that meet our defined value-investment

criteria, enhance the value of our current holdings and harvest the value

we have created.”
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Corporate Governance

Trizec's Board and management teams

are committed to achieving and maintaining
the highest level of professionalism and
integrity in how we conduct our business.
While our top prierity is to build value

for our stockholders, it is imperative that
we do so in accordance with the laws and
standards promulgated by the Securities

and Exchange Commission and

the New York Stock Exchange.

Soon after the Sarbanes-Oxley Act was
passed, and even before the detailed rules
were written, Trizec analyzed and
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implemented many of its new requirements.
Some immediate actions included revising
our Board committee charters and
requirements, formulating new policies,
establishing a disclosure committee and
internal audit department, and adding

two new independent directors.

Not only did the Company meet the
requirements of Section 404 of the Act,

but we also used the opportunity to improve
process efficiencies and achieve a greater level
of effectiveness throughout the organization.




Looking Forward

Going forward, we will remain disciplined
and resolute in our intention to
opportunistically refine and enhance our
portfolio, take additional steps in our capital
recycling program and continue to deliver
solid financial results to our stockholders.

We intend to enhance and leverage our
geographically diverse national platform
with a portfolio concentrated in strong
submarkets within high-quality, rriajor
metropolitan locations. We will maintain
flexibility — making portfolio size and
location adjustments, as appropriate, within
our current core marker concentrations.

We will also consider entering new markets
with the intention of building solid operating
platforms and striving for critical mass.

We will mainrain discipline in this approach
to portfolio management, buying those
properties that meet our defined value-
investment criteria, enhancing the value

of our current holdings and harvesting

the value that we have created when the
conditions and opportunities are most
favorable.

To support our portfolio strategy, we will
take the necessary steps to ensure that the
company is positioned to have continuous
access to diverse and flexible sources of
capital. Forming strategic partnerships
with experienced institutional investors

is one of the ways to achieve this.

However, having a high-quality, diverse
property portfolio is only the first step.
Filling our properties with high-caliber
customers and working with the top brokers
in the industry is paramount to our
continued success. At the same time,

our ability to continue attracting and
retaining the best people in the industry

will better enable us to achieve the ambitious
goals that we set forth.

As the U.S. economy continues to strengthen
and office employment trends improve, we
stand ready to take full advantage. We look
forward to continuing the strong momentum
that the Company established over the past
two years.

I would like to thank our customers

for the opportunity to serve them,

along with members of the real estate
brokerage community for their commirment
to working with Trizec. I'd also like to
recognize our employees for their excellent
work and unwavering dedication. Finally,

all of us at Trizec appreciate the continued

confidence of our stockholders and

we endeavor to deliver further value to you.

T LUl

Timothy H. Callahan
President & Chief Executive Officer

March 11, 2005
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", STRATEGY | Perspective, position and objective

TRIZEC We will remain resolute in our intention to opportunistically refine

and enhance our portfolio.”

Today, Trizec Properties serves as landlord to  Trizec’s high-quality portfolio of properties

many of Corporate America’s most recognized s strategically situated in the metropolitan areas

names, along with major government and of America’s largest and most vibrane ciries.
non-profit agencies. We are firmly committed Within those markets, with concentrations
to serving their needs, along with those of of high-quality properties in close geographic
today’s smaller organizations who may one proximity, we are able to leverage the ralents
day join the ranks of the nation’s elite. of local management teams and achieve

We value every one of them, and seek efficiencies of scale in our operations.

to make them our customers for life.
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Trizec attracts and recruits experienced,
highly competent professionals who are
passionate about real estate. The people

of Trizec have the skills, knowledge and

attitudes that enable us to serve our

customers and their representatives well,
maximize returns for our stockholders,
and provide a solid base for growing the
organization in the future, if appropriate.
We seek to provide an employment
experience in which we value one another
as much as we value the business itself.

At Trizec, we know where we are today, This page, clockwise from feft:
we have a clear strategy and we know how Two North LaSalle Street, Chicago

. o Ernst & Young Plaza, Los Angeles
to execute it, fully utilizing our strengths Bethesda Crescent. Bethesda. MD

as an organization. We will build upon our Watergate Office Building, Washington, D.C.
existing platform through smart leasing, Opposite page, left to right

a sharp operational focus and a disciplined Renaissance Tower, Dallas

approach to capital formation and recycling. One Alliance Center, Atlanta

We will take advantage of recovering markets
as we look for opportunities to grow our
portfolio. And we will expand upon our
success by providing outstanding customer
service and deploying the best people

in the industry.

We have moved into position and
we are confident abourt our future.

"



", EXECUTION | To accomplish, achieve, act and administer
TRIZEC “In the face of continuing challenges in the marketplace,
this was a year in which our team rose to the occasion

to produce another year of solid operating results.”

CORE MARKETS

= NEW YORK, NY
Trizec’s office portfolio represents

a geographically diverse national ATLANTA, GA
platform concentrated in seven CHICAGO, IL
major metropolitan areas.

Our portfolio strategy focuses on

submarket concentration : soca. A
within core markets thar y g
provide geographic, -

industry and customer diversity.
We strive for critical mass in
those core markets, making size
and location adjustments as 3 /
appropriate, while evaluating [LOS ANGELES, CA QJ

opportunities to expand into 4 LDALLAS,TX

new markets that meet our

| HOUSTON, T

value-investment criteria.
| WASHINGTON, D.C.
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YEAR IN REVIEW

January

« Sold 151 Front Street in Toranto, Canada for $58.9 million.

* Refinanced $120 million mortgage on Ernst & Young Plaza
in Los Angeles for 10 years at a fixed rate of 5.07 percent.

* Entered into a lease agreement with Nextel Communications
Inc. at One Reston Crescent, for the entire 184,900-square-foot
building located in Reston, Va. for 10 years.

* Entered into a 262,500-square-foot lease agreement with
The New York City Economic Development Corporation
at 110 William Street through August 2014.

* Leased 188,300 square feet to Devon Energy Corporation
at Two Allen Center in Houston, increasing the company's
presence in the complex to 424,000 square feet.

February

August

* Sold Hollywood & Highland, a retail/entertainment and hotel
complex in Hollywoad, Calif. for $201 million, completing
the Company's transformation to a REIT facused sclely
on office properties.

March

* Received “Building of the Year” honors from the Building
Owners and Managers Association {BOMA) for Newport
Tower, The Grace Building and the Watergate Office Building.

April

* Leased 98,500 square feet at Two Ballston Plaza in Arlington,
Va. to the U.S. Government Services Administration.

May

» Sold a 50 percent interest in Plaza of the Americas in Dallas
for $48 million, while retaining leasing and management
of the property.

» Created a new joint venture to develop the Waterview
mixed-use property in Arlington, Va. Reduced Trizec's
80 percent interestin the property to 25 percent
for $24.8 million.

June

« Established a Dividend Reinvestment and Stock Purchase Plan
through which shares of Trizec's common stock may be
offered.

* Completed $600 million of non-recourse refinancings
on The Grace Building and The World Apparel Center
in midtown Manhattan. The two 10-year loans carry
an average face-rate of 5,52 percent and replaced
a 7.5 percent cross-collateralized {oan totaling $207 million,

July

« Announced that the Company would accelerate disposition
plans of non-core properties as part of its portfolic
repositioning strategy.

» Obtained a $750 million credit facility. The new unsecured
facility replaced a 8350 million secured facility and enabled
the Company to remove encumbrances on nine assets.

* Paid down $444.1 million of the Company's variable rate CMBS.
The repayment enabled the Company to remove encumbrances
on seven assets,

+ Sold the Borden Building, a 34-story, 569,000-square-foot
building in Columbus, Ghic for $29 million. With this transaction,
Trizec exited the Columbus market.

* Sold St. Louis Place, a 21-story, 337,000-square-foot office
building for $30.2 milticn.

« Sold 1441 Main Street in Columbia, S.C., a 14-story,
274,000-square-foot office building for $27 million.

« Sold a 97-acre land parcel in Woodbridge, Va. for $15.4 million,

 Acquired Bank of America Plaza in Los Angeles for
$435 million. The property is a 55-story, 1,422,000-square-foot,
Class A office tower situated on a 4.2-acre site in the Bunker
Hill area of downtown Los Angeles. Obtained a new 10-year,
$242 million non-recourse mortgage loan, bearing interest
at a fixed rate of 5.31 percent.

« Sold Park Central I, an eight-story, 128,000-square-foot
suburban office building in Dallas for $4.8 million.

« Sold 1333 Main Street, a seven-story, 225,000-square-foot
property in Columbia, S.C. for $12.4 million.

September

« Sold Capital Center {1 & Il a group of 10 low-rise suburban
office buildings totaling 528,000 square feet in Rancho Cordova,
Calif. for $69.5 million. With this transaction, Trizec exited
the Sacramento market.

* Sold 3700 Bay Area Boulevard, a six-story, 399,000-square-foot
suburban office building in Houston's Clear Lake submarket
for $42 mitlion.

* Ernst & Young Plaza in Los Angeles named “Office Building
of the Year” by BOMA of Greater Los Angeles.

October

« Announced a lease agreement with The Corporate Executive
Board Company for the entire office tower at the mixed-use
Waterview development project. The 625,000-square-foot lease
was the largest such transaction reported in the
Washington, D.C. market in 2004.

November

* Acquired a significant interest in 2001 M Street, N.W.,,
a 229,000-square-foot office property in Washington's Central
Business District. This transaction valued the property
at $76.6 million.

« Sold the Company's remaining 23-acre land parcel
in Woodbridge, Va. for $4.5 million.

» Sold Silver Spring Centre, a 16-story, 216,000-square-foot
property in Silver Spring, Md. for $38.1 million.

December

« Sold the 518,000-square-foot Lakeside Centre and 617,000-
square-foot Newmarket Business Park for an aggregate
of $92.3 million. The properties were located in the Tucker
and Marietta submarkets of Atlanta, respectively.

* Sold Gateway Center, a four-building complex totaling
1.47 million square feet in downtown Pittsburgh for $55 million.
With this transaction, Trizec exited the Pittsburgh market.

e

(Y14

This page, clockwise from top left:
World Apparel Center, New York

One New York Plaza, New York

550 West Washington, Chicago

2000 L Street, N.W., Washington, D.C.

« Sold 110 William Street, a 32-story,
868,000-square-foot property in downtown
Manhattan for $164.5 million.

 Sold 250 West Pratt, a 24-story, 368,000-square-foot
building in Baltimore for $51.8 million. With this
transaction, Trizec exited the Baltimore market.

» Sold Bank of America Plaza, a 17-story,
303,000-square-foot property in Columbia, S.C.
for $33.8 million. With this transaction, Trizec exited
the Columbia market.

» Completed the reorganization of the Company's
operating structure by converting to an umbrella
partnership real estate investment trust, or UPREIT.

* Announced that Bryan Cave LLP renewed
approximately 225,000 square feet at its world
headquarters located at Metropolitan Square
in St. Louis.
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STABILITY | Balance and strength achieved through a diversified

TRIZEC investment approach

“Our portfolio strategy focuses on core cities that provide superior

geographic, industry and customer diversification.”

PORTFOLIO AT A GLANCE

TOP TEN CUSTOMERS
As of December 31, 2004
% of Gross Rent!

TOP TEN ASSETS

For year ended December 31, 2004
% of Net Rent?

5% . 6% 10% " &
| 2
% g% 7|
r " 0, % /
) | &5 0% 1:8% 1‘8"{ o ﬁ g 4°/°/4% o 3% Z
Lo - Yo
| H
2% - %
- JP Morgan Chase 1 ] One Alliance Center, Atlanta
1% 7 The Capital Group 2% 7] - Renaissance Tower, Dallas
Fried, Frank, Harris — :-;— /:3 1411 Broadway {50%), New York
— 1 A Ernst & Young N = e Ernst & Young Plaza, Los Angeles
T A Devon Energy B e | Galleria Towers, Dallas
Continenta! Airlines Newport Tower, Jersey City
Bank of America The Grace Building (50%), New York
General Services Administration (GSA} Bank of America Plaza, Los Angeles?
Goldman Sachs One New York Plaza, New Yark
Wachovia Securities Financial Holdings Allen Center, Houston

CORE MARKET CONCENTRATIONS INDUSTRY CONCENTRATIONS
For three months ended December 31, 2004 As of December 31, 2004

% of Net Rent? % of Owned Area®

0% 25%
25%

9
o — y/
0% |
0
6 o /90/“/ 15% |
12% 1%
-
P 10% |
0%
Secondary Markets 1 Accounting
5% ] Government
Chicago Engineering and Architectural
i =3 Alanta Wholesalers / Retailers
— | =
s e /jﬂ Insurance / Non-Bank Financial
Los Angeles Area Misc. Business Services
Houston Computers / Communications
Washington D.C. Area Oit and Gas
New York Area Legal Services

Banking / Securities Brokers

! Gross rent based on currentin place base rents including expense reimbursements.
2Net rent based on property revenues, excluding terminatian fees, less property expenses. (50%) represents TRZ ownership.
3 Represents annualized net rent since date of acquisition.
14 *Netrent hased on property revenues, excluding termination fees, less property expenses.
5 Percentage of owned area of total office portfolio. Owned area represents Trizec's pro rata share of all office properties,
including unconsolidated joint venture properties.




FINANCIAL HIGHLIGHTS

($ in millions, except per share data) 2004 2003 2002
For the year ended December 31

Toral Revenues! $ 712.1 $711.5 $ 7219
Property Revenues Less Property Expenses! $ 390.1 $371.0 $ 3913
Net Income Available to Common Stockholders? $ 96.5 $198.5 $(188.7)
Funds From Operations Available to Common Stockholders (FFO)?3 $ 141.8 $334.4 $ (16.1)
Net Income Available to Common Stockholders per Diluted Share? $ 0.63 $ 1.32 $ (1.26)
FFO per Diluted Share23 $ 093 § 222 $ (0.11)
Dividends per Share $ 0.80 $ 0.80 $  035°
As of December 31

Total Debt $2,219.3 $2,867.0 $3,3452
Total Market Capitalization? $5,097.7 $5,193.0 $4,754.0

! Excluding unconsolidated real estate joine ventures and discontinued operations.

2 Net income and FFO results for the year ended December 31, 2004 include the impact of a provision for loss on real estate and investment and loss on early debe retirement totaling $148.3 million,
or $0.97 per diluted share,

3 The GAAP measurement most directly comparable co FFO is net income available to commaon stockholders.
Please see pages REC-1 and REC-2 after the Form 10-K included in this annual report for a reconciliation berween net income available to common stockholders and the FFO calculations.

4 Excludes debt related to unconsolidated joint ventures.

5 Annualized rate.

OPERATING HIGHLIGHTS
OCCUPANCY LEASING ACTIVITY 12

As of December 31
Weighted average based on owned area
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FOUNDATION

“We intend to enhance and leverage our national platform

The base from which future success is huilt

with a portfolio concentrated in strong submarkets within

high-quality, major metropolitan locations.”

PORTFOLIO
Year of Completion/ Total Area Owned Area
Name (Ownership}! Location Renovation (sq. ft.) (sq. ft.) Occupancy?®
ATLANTA
Interstate North Parkway Atlanta, GA 1973/84/01 955,000 955,000 93.3%
Colony Square Atlanta, GA 1970/73/95 837,000 837,000 83.7%
The Palisades Atlanta, GA 1981/83/99 627,000 627,000 86.1%
One Alliance Center Atlanta, GA 2001 558,000 558,000 99.9%
Midtown Plaza Atlanta, GA 1984/85 504,000 504,000 81.4%
Total - Atlanta (5 properties) 3,481,000 3,481,000 89.0%
CHICAGO
Two North LaSalle Chicago, IL 1979/00 692,000 692,000 94.5%
10 South Riverside Plaza Chicago, IL 1965/99 685,000 685,000 87.9%
120 South Riverside Plaza Chicago, IL 1967/99 685,000 685,000 98.7%
550 West Washington Chicago, IL 2000 372,000 372,000 95.7%
Total - Chicago (4 properties) 2,434,000 2,434,000 94.0%
DALLAS
Renaissance Tower Dallas, TX 1974/92 1,739,000 1,739,000 83.7%
Bank One Center (50%) Dailas, TX 1987 1,531,000 765,000 81.2%
Galleria Towers |, Il and II! Dallas, TX 1982/85/91 1,418,000 1,418,000 95.5%
Plaza of the Americas (50%) Dallas, TX 1980 1,176,000 588,000 69.6%
Total - Dallas (4 properties) 5,864,000 4,510,000 85.2%
HOUSTON
Alien Center Houston, TX 1972/78/80/95 3,184,000 3,184,000 87.6%
Cullen Center
Continental Center | Houston, TX 1984 1,098,000 1,098,000 80.9%
Continental Center I Houston, TX 1971 449,000 449,000 88.8%
Kellogg Brown & Root Tower (50%) Houston, TX 1978 1,048,000 524,000 87.6%
500 Jefferson Houston, TX 1962/83 390,000 390,000 58.2%
Total - Houston {5 properties) 6,169,000 5,645,000 84.4%
LOS ANGELES AREA
Bank of America Plaza Los Angeles, CA 1974 1,422,000 1,422,000 90.8%
Ernst & Young Plaza Los Angeles, CA 1985 1,245,000 1,245,000 89.6%
Marina Towers (50%) Los Angeles, CA 1971/76 381,000 191,000 79.9%
Landmark Square Long Beach, CA 1991 443,000 443,000 85.2%
Shoreline Square Long Beach, CA 1988 383,000 383,000 83.6%
Total - Los Angeles Area {5 properties) 3,874,000 3,684,000 88.4%
NEW YORK AREA
One New York Plaza New York, NY 1970/95 2,458,000 2,458,000 99.6%
The Grace Buiiding (50%) New Yark, NY 1971/02 1,518,000 758,000 99.4%
1411 Broadway (World Apparel Center) (50%) New York, NY 1970 1,151,000 574,000 95.2%
1065 Avente of the Americas (99%) New York, NY 1958 665,000 659,000 81.8%
1460 Broadway (50%) New York, NY 1951/00 215,000 107,000 100.0%
Newport Tower Jersey City, NJ 1990 1,038,000 1,038,000 98.5%
Total - New York Area (6 properties) 7,045,000 5,594,000 96.8%




PORTFOLIO

Year of Completion/ Total Area Owned Area
Name {Ownership)! Location Renovation (sq. ft.) {sq. ft.) Occupancy??
WASHINGTON, D.C. AREA
2000 L Street, N.W. Washington, D.C. 1968/98 383,000 383,000 95.5%
Watergate Office Building Washington, D.C. 1965/91 261,000 261,000 96.6%
2001 M Street, N.W. (98%) Washington, D.C. 1987 229,000 224,000 99.6%
1225 Connecticut, N.W. Washington, D.C. 1968/94 217,000 217,000 99.4%
1400 K Street, N.W. Washington, D.C. 1982/02 189,000 189,000 87.6%
1250 Connecticut, N.W. Washington, D.C. 1964/96 172,000 172,000 93.1%
1250 23rd Street, N.W. Washington, D.C. 1990 116,000 116,000 100.0%
2401 Pennsylvania Washington, D.C. 1991 77,000 77,000 93.4%
Washington, D.C. (8 properties) 1,644,000 1,639,000 95.8%
Bethesda Crescent Bethesda, MD 1987 269,000 269,000 92.6%
Twinbrook Metro Plaza Rockville, MD 1986 165,000 165,000 98.3%
Silver Spring Metro Plaza Silver Spring, MD 1986 688,000 688,000 90.4%
Suburban Maryland (3 properties) 1,122,000 1,122,000 92.1%
Beaumeade Corporate Park Ashburn, VA 1990/98/00 460,000 460,000 95.0%
Two Ballston Plaza Arlington, VA 1988 223,000 223,000 99.8%
1550 Wilson Boulevard Arlington, VA 1983 134,000 134,000 99.1%
1560 Wilson Boulevard Arlington, VA 1987 128,000 128,000 91.2%
Reston Unisys Reston, VA 1980 238,000 238,000 100.0%
One Reston Crescent Reston, VA 2000 185,000 185,000 100.0%
Sunrise Tech Park Reston, VA 1983/85 315,000 315,000 91.3%
Northern Virginia {7 properties) 1,683,000 1,683,000 96.1%
Total - Washington, D.C. Area (18 properties) 4,449,000 4,444,000 95.0%
Total - Core Markets (47 properties) 33,316,000 29,792,000 90.2%
SECONDARY MARKETS
Bank of America Plaza Charlotte, NC 1974 891,000 891,000 99.8%
First Citizens Plaza Charlotte, NC 1985 477,000 477,000 84.2%
Metropolitan Square St. Louis, MO 1989 1,041,000 1,041,000 87.1%
Northstar Center Minneapolis, MN 1916/62/86 813,000 813,000 67.3%
Williams Center ! & Il Tulsa, 0K 1982/83 770,000 770,000 78.4%
Total - Secondary Markets (5 properties) 3,992,000 3,992,000 83.9%
Total - Office Properties (52 properties) 37,308,000 33,784,000 89.5%

' The economic interest of Trizec's owning entity is 100% unless otherwise noted.

2 Total occupancy as shown is weighted average based on owned area.

3 Qccupancy based on total area at December 31, 2004 was 89.3%, with consolidated properties at 89.8%
and unconsolidated real estate joint venture properties at 86.9%.



N, TRUST | confidence in the strength and veracity of intellectual capital

TRIZEC Trizec’s Board and management teams are committed l
to achieving and maintaining the highest level of professionalism

and integrity in how we conduct our business.”




10 South Riverside Plaza, Chicago
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TRIZEC

FORWARD-LOOKING STATEMENTS

This annual report contains forward-looking statements,
within the meaning of the federal securities laws, relating
to our business and financial outlook which are based on
our current expectations, beliefs, projections, forecasts,
future plans and strategies, and anticipared events or
trends. In some cases, you can identify forward-looking
statements by terms such as "may," "will," "should,”

oo

“expects,” "plans,” "anticipates,” "believes,” "estimates,”
"predicts,” "potential” or the negative of these terms or
other comparable terminology. We intend these forward-
looking statements, which are not guarantees of future
performance and financial condition, to be covered by the
safe harbor provisions for forward-locking statements
contained in the federal securities laws. Forward-looking
statements are not historical facts. Instead, such statements
reflect estimares and assumptions and are subject to certain
risks and uncertainties that are difficult o predict or
anticipate. Therefore, actual outcomes and results may
differ materially from those projected or anricipated in
these forward-looking statements. You should not place
undue reliance on these forward-looking statements. A
number of important factors could cause acrual results to
differ materially from those indicated by the forward-
looking statements, including, without limitation, the risks

described under "Item 1. Business ~ Risk Facrors” in our
2004 Form 10-K, filed with the Securities and Exchange
Commission. These factors include, without limitation,
the following: changes in national and local economic
conditions, including those economic conditions in our
seven core markets; the extent, duration and strength of
any economic recovery; our ability to maintain occupancy
and to timely lease or re-lease office space; the extent of
any tenant bankruptcies and insolvencies; our ability to
sell our non-core office properties in a timely manner; our
ability to acquire office properties selectively in our core
markets; our ability to maintain REIT qualification and
changes to U.S. tax laws that affect REITs; Canadian tax
laws that affect treatment of investment in U.S. real estate
companies; competitive environment in which we operate;
the cost and availability of debt and equity financing; the
effect of any impairment charges associated with asset
dispositions or changes in market conditions; the sale or
other disposition of shares of our common stock owned by
Trizec Canada Inc.; our ability to obtain, at a reasonable
cost, adequate insurance coverage for catastrophic events,
such as earthquakes and terrorist acts; and other risks and
uncertainties detailed from time to time in our filings with
the Securities and Exchange Commission.
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PART]
In this report, the terms "we”, "us”, "our", "our company” and “Trizec" refer to Trizec Properties, Inc. and
D
its consolidated subsidiaries.

Item 1. Business
Overview

Trizec Properties, Inc. is one of the largest fully integrated, self-managed, publicly traded real estate
investment trusts, or REITs, in the United States. We are engaged in owning and managing office properties in the
United States. At December 31, 2004, we had total assets of approximately $4.5 billion and owned interests in and
managed 52 U.S. office properties containing approximately 37.3 million square feet, or approximately 33.8 million
square feet based on our pro rata economic ownership interest in unconsolidated real estate joint ventures. Our
office properties are concentrated in seven core markets in the United States, located in the following major
metropolitan areas: Atlanta, Georgia; Chicago, Illinois; Dallas, Texas; Houston, Texas; Los Angeles, California;
New York, New York; and Washington, D.C.

We were originally incorporated as Trizec (USA) Holdings, Inc. in Delaware on October 25, 1989. We
changed our name to TrizecHahn (USA) Corporation in 1996 and then to Trizec Properties, Inc. in 2002. Qur
principal executive offices are located at 10 South Riverside Plaza, Suite 1100, Chicago, Illinois 60606 and our
telephone number at that address is (312) 798-6000.

The Corporate Reorganization

On May 8, 2002, a plan of arrangement implementing a corporate reorganization of Canada-based
TrizecHahn Corporation, our former parent company, became effective. As a result of this reorganization, we
became a U.S.-based publicly traded REIT owning, primarily, the U.S. assets that TrizecHahn Corporation and its
subsidiaries owned prior to the reorganization. As a REIT, we are generally not subject to U.S. federal income tax if
we distribute 100% of our taxable income and comply with a number of organizational and operational
requirements.

The corporate reorganization was designed to create a publicly traded REIT while reducing withholding tax
liabilities and minimizing the recognition of potential tax liabilities on unrealized appreciation in value that were
present in TrizecHahn Corporation's ownership structure prior to the reorganization. The corporate reorganization
was also intended to create economic equivalence between shares of our common stock and Trizec Canada Inc.
subordinate voting shares or multiple voting shares.

The reorganization was implemented pursuant to a plan of arrangement that was approved by the Ontario
Superior Court of Justice and TrizecHahn Corporation's shareholders. Upon implementation of the plan of
arrangement, holders of TrizecHahn Corporation's subordinate voting shares exchanged their shares, on a one-for-
one basis, for one or more of the following securities:

e  shares of our common stock;
¢ exchange certificates representing underlying shares of our common stock; or
e Trizec Canada subordinate voting shares.

Generally, in exchange for their TrizecHahn Corporation shares, holders of TrizecHahn Corporation
subordinate voting shares who certified that they were qualifying U.S. persons received shares of our common stock
and all other holders received a combination of our exchange certificates and Trizec Canada subordinate voting
shares. The exchange certificates were exchangeable for our common stock on a one-for-one basis on the condition
that the holder provided us with certification that it was a qualifying U.S. person. At the end of the three-month
exchange period, all exchange certificates that remained outstanding expired, and the shares of common stock
underlying those exchange certificates were sold on the open market to qualifying U.S. persons. As a result,
approximately 60% of our common stock is owned primarily by qualifying U.S. persons. The remaining

*
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FORWARD-LOOKING STATEMENTS

This Form 10-K contains forward-looking statements, within the meaning of Section 21E of the Securities Exchange
Act of 1934 (the “Exchange Act”), relating to our business and financial outlook which are based on our current
expectations, beliefs, projections, forecasts, future plans and strategies, and anticipated events or trends. In some
cases, you can identify forward-looking statements by terms such as "may," "will,” "should,"” "expects,” "pians,”
"anticipates,” "believes,” "estimates," "predicts," "potential" or the negative of these terms or other comparable
terminology. We intend these forward-looking statements, which are not guarantees of future performance and
financial condition, to be covered by the safe harbor provisions for forward-looking statements contained in
Section 21E of the Exchange Act. Forward-looking statements are not historical facts. Instead, such statements
reflect estimates and assumptions and are subject to certain risks and uncertainties that are difficult to predict or
anticipate. Therefore, actual outcomes and results may differ materially from those projected or anticipated in these
forward-looking statements. You should not place undue reliance on these forward-looking statements, which speak
only as of the date this Form 10-K is filed with the Securities and Exchange Commission. A number of important
factors could cause actual results to differ materially from those indicated by the forward-looking statements,
including, without limitation, the risks described under “Item 1. Business — Risk Factors™ in this Form 10-K. These
factors include, without limitation, the following:

o changes in national and local economic conditions, including those economic conditions in our seven core
markets;

o the extent, duration and strength of any economic recovery;
* our ability to maintain occupancy and to timely lease or re-lease office space;

¢ the extent of any tenant bankruptcies and insolvencies;




our ability to sell our non-core office properties in a timely manner;

our ability to acquire office properties selectively in our core markets;

our ability to maintain REIT qualification and changes to U.S. tax laws that affect REITs;

Canadian tax laws that affect treatment of investment in U.S. real estate companies;,

competitive environment in which we operate;

the cost and availability of debt and equity financing;

the effect of any impairment charges associated with asset dispositions or changes in market conditions;
the sale or other disposition of shares of our common stock owned by Trizec Canada Inc.;

our ability to obtain, at a reasonable cost, adequate insurance coverage for catastrophic events, such as
earthquakes and terrorist acts; and

other risks and uncertainties detailed from time to time in our filings with the Securities and Exchange
Commission.



PARTI

In this report, the terms "we", "us", "our”, "our company” and “Trizec" refer to Trizec Properties, Inc. and
its consolidated subsidiaries.

Item 1. Business
Overview

Trizec Properties, Inc. is one of the largest fully integrated, self-managed, publicly traded real estate
investment trusts, or REITs, in the United States. We are engaged in owning and managing office properties in the
United States. At December 31, 2004, we had total assets of approximately $4.5 billion and owned interests in and
managed 52 U.S. office properties containing approximately 37.3 million square feet, or approximately 33.8 million
square feet based on our pro rata economic ownership interest in unconsolidated real estate joint ventures. Our
office properties are concentrated in seven core markets in the United States, located in the following major
metropolitan areas: Atlanta, Georgia; Chicago, [ilinois; Dallas, Texas; Houston, Texas; Los Angeles, California;
New York, New York; and Washington, D.C.

We were originally incorporated as Trizec (USA) Holdings, Inc. in Delaware on October 25, 1989. We
changed our name to TrizecHahn (USA) Corporation in 1996 and then to Trizec Properties, Inc. in 2002. Our
principal executive offices are located at 10 South Riverside Plaza, Suite 1100, Chicago, [llinois 60606 and our
telephone number at that address is (312) 798-6000.

The Corporate Reorganization

On May 8, 2002, a plan of arrangement implementing a corporate reorganization of Canada-based
TrizecHahn Corporation, our former parent company, became effective. As a result of this reorganization, we
became a U.S.-based publicly traded REIT owning, primarily, the U.S. assets that TrizecHahn Corporation and its
subsidiaries owned prior to the reorganization. As a REIT, we are generally not subject to U.S. federal income tax if
we distribute 100% of our taxable income and comply with a number of organizational and operational
requirements.

The corporate reorganization was designed to create a publicly traded REIT while reducing withholding tax
liabilities and minimizing the recognition of potential tax liabilities on unrealized appreciation in value that were
present in TrizecHahn Corporation's ownership structure prior to the reorganization. The corporate reorganization
was also intended to create economic equivalence between shares of our common stock and Trizec Canada Inc.
subordinate voting shares or multiple voting shares.

The reorganization was implemented pursuant to a plan of arrangement that was approved by the Ontario
Superior Court of Justice and TrizecHahn Corporation's shareholders. Upon implementation of the plan of
arrangement, holders of TrizecHahn Corporation's subordinate voting shares exchanged their shares, on a one-for-
one basis, for one or more of the following securities:

e shares of our common stock;
o exchange certificates representing underlying shares of our common stock; or
o  Trizec Canada subordinate voting shares.

Generally, in exchange for their TrizecHahn Corporation shares, holders of TrizecHahn Corporation
subordinate voting shares who certified that they were qualifying U.S. persons received shares of our common stock
and all other holders received a combination of our exchange certificates and Trizec Canada subordinate voting
shares. The exchange certificates were exchangeable for our common stock on a one-for-one basis on the condition
that the holder provided us with certification that it was a qualifying U.S. person. At the end of the three-month
exchange period, all exchange certificates that remained outstanding expired, and the shares of common stock
underlying those exchange certificates were sold on the open market to qualifying U.S. persons. As a result,
approximately 60% of our common stock is owned primarily by qualifying U.S. persons. The remaining
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approximately 40% of our common stock is owned indirectly by Trizec Canada through its subsidiaries, with the
result that Trizec Canada indirectly holds one share of our common stock for each outstanding Trizec Canada
subordinate voting share.

In addition to owning shares of our common stock, Trizec Canada, indirectly through its subsidiaries, owns
all shares of our Class F convertible stock and special voting stock. Trizec Canada's indirect ownership of our Class
F convertible stock and special voting stock is intended to maintain the economic equivalence described above. The
Class F convertible stock is convertible into our common stock in certain tax-related circumstances so that Trizec
Canada and its subsidiaries, on the one hand, and our other stockholders, on the other hand, may share ratably
certain future taxes that TrizecHahn Corporation, Trizec Canada or their subsidiaries may incur in those specified
circumstances. The conversion feature applies to taxes incurred in connection with the corporate reorganization or
with specified major corporate transactions entered into within 66 months after the corporate reorganization and
specified transactions or events following the 63rd month after the corporate reorganization. In addition, to address
certain non-Canadian tax liabilities of Trizec Canada's indirect, wholly-owned Hungarian subsidiary and its direct
and indirect shareholders, Trizec Canada receives, directly or indirectly, dividends on our special voting stock.
These dividends, when aggregated with dividends received by the Hungarian subsidiary on our common stock and
after deducting related non-Canadian taxes, equal the dividends received by our U.S. stockholders on our common
stock on a per share basis. Dividends on our special voting stock are payable only in connection with common stock
dividends paid within 66 months after the corporate reorganization,

Our special voting stock also entitles its holder to votes that, when aggregated with votes of shares of
common stock held by Trizec Canada or its subsidiaries, represent a majority of the votes in elections of our board
of directors. As a result of the special voting right, provided that Trizec Canada holds at least 5% of our common
stock, Trizec Canada and its majority shareholder will have voting control over the election of our directors, even
though Trizec Canada will not own a majority of our common stock. This special voting right will expire on
January 1, 2008.

Outstanding options to purchase subordinate voting shares of TrizecHahn Corporation were cancelled and
replaced as part of the corporate reorganization. Under the plan of arrangement, all outstanding stock options of
TrizecHahn Corporation were cancelled and exchanged for either (1) options to purchase our common stock, (2)
warrants to purchase our common stock or (3) options to purchase Trizec Canada subordinate voting shares.
Consistent with the one-for-one exchange ratio, the intrinsic value of each of our options or warrants or each Trizec
Canada option immediately after the corporate reorganization was substantially the same as the intrinsic value of the
replaced TrizecHahn Corporation option immediately prior to the corporate reorganization. By intrinsic value, we
mean the then current market value of the shares subject to the option or warrant less the exercise price.

Additionally, to preserve the economic equivalence between one share of our common stock and one
Trizec Canada subordinate voting share, Trizec Canada or a wholly-owned subsidiary of Trizec Canada received
warrants to purchase one share of our common stock for each Trizec Canada option issued in the corporate
reorganization. All warrants to purchase our shares have a fixed term that is not contingent on continued service
with us or Trizec Canada as an employee, officer or director. The warrants are freely transferable and fully vested
and exercisable.

UPREIT Structure

On December 22, 2004, we completed the reorganization of our operating structure by converting to an
umbrella partnership real estate investment trust, or UPREIT, structure (the “UPREIT Conversion”). In connection
with the UPREIT Conversion, we formed a new operating entity, Trizec Holdings Operating LLC, a Delaware
limited Hability company (the “Operating Company”), and entered into a contribution agreement and an assignment
and assumption agreement with the Operating Company pursuant to which we contributed substantially all of our
assets to the Operating Company in exchange for {(a) a combination of common units, special voting units and Series
F convertible units of limited liability company interest in the Operating Company and (b) the assumption by the
Operating Company of substantially all of our liabilities. We now conduct and intend to continue to conduct our
business, and own and intend to continue to own substantially all of our assets, through the Operating Company. As
the sole managing member of the Operating Company, we generally have the exclusive power under the limited
liability company agreement to manage and conduct the business of the Operating Company, subject to certain



limited approval and voting rights of other members that may be admitted in the future. Currently, the Operating
Company is wholly owned by us.

Business and Growth Strategies

Our overall goal is to increase stockholder value. We can achieve this goal by creating sustained growth in
operating cash flow and maximizing the value of our assets. We believe we can accomplish this using the following
strategies:

¢ intensively leasing and managing our properties to maximize property rent revenue and minimize
property operating expenses;

vigorously engaging in asset management to enhance the value of our properties;

actively managing our portfolio to maximize total value of our properties;

improving the efficiency and productivity of our operations; and

maintaining a prudent and flexible capital plan.

Intensively Leasing and Managing Our Praperties

By intensively leasing and managing our properties, we expect to maximize property rent revenue and
minimize property operating expenses. To maximize property rent revenue and minimize property operating
expenses, we have focused on:

providing appropriate, profitable tenant services;

where market rents exceed in-place rents, narrowing the gap between market rents and in-place rents as
leases for our properties expire;

increasing occupancy in our propetrties;

renewing leases with existing tenants;

carefully controlling operating costs; and

carefully managing investments in tenant improvements,

In 2004, average gross rental rates on approximately 5.9 million square feet of new and renewal leases for
our total portfolio decreased by approximately $1.41 per square foot. The average gross rental rates on
approximately 5.5 million square feet of new and renewal leases, based on our pro rata economic ownership interest
in unconsolidated joint ventures, decreased by approximately $1.51 per square foot. This decrease generally
reflected the impact of re-leasing space in properties at lower average rents than the average rents in effect at lease
expiration.

Vacant space in our consolidated portfolio of approximately 10.2%, or approximately 3.1 million square
feet, vacant space in our total portfolio of approximately 10.7%, or approximately 4.0 million square feet, and
vacant space of approximately 10.5%, or approximately 3.5 million square feet, including our pro rata economic
ownership interest in unconsolidated joint ventures, represents an opportunity to increase our cash flow.

Cash received on our rental revenue has and will continue to benefit from contractual rental increases,
opportunistic lease terminations and the execution of "blend and extend" strategies, which allow early lease
renewals at rates that blend the rents of the current lease with the rents for the renewal term.

Vigorously Engaging in Asset Management
Our asset management strategy is to invest capital in our existing portfolio to increase its value and
marketability. To accomplish this strategy, we engage in such activities as acquiring ground leases and air rights

ancillary to existing properties and renovating and upgrading office properties.

In 2004, we incurred approximately $121.8 million for our consolidated portfolio, or approximately $128.0
million including our pro rata economic ownership interest in unconsolidated joint ventures, to renovate and upgrade




our properties, including tenant improvements. We intend to continue to actively engage in these and similar
activities as appropriate and as market conditions warrant.

Actively Managing Our Portfolio

Our portfolio strategy is to invest in office properties in our core markets, which all represent major
metropolitan areas that have historically demonstrated high job growth. For the year ended December 31, 2004, our
seven core markets accounted for approximately 82.8% of our total office property rental revenue. We believe that
focusing on office properties in our core markets will allow us to achieve economies of scale across a diverse base
of tenants and to enjoy a significant leasing presence in our markets. By maintaining a wider range of properties in
a market, we believe that we are also able to attract a broader tenant base, which provides a more sustainable cash
flow. As part of our focus on office properties in our core markets and core submarkets, we sold fifteen non-core
office assets, a partial interest in one office property, a partial interest in a joint venture development, two retail
assets, and residual land parcels in 2004. With the sales of the retail assets we completed our transformation to a
REIT focused solely on office properties. With the sales of the non-core office assets we have exited several non-
core markets and submarkets where we had owned single office property assets, including Columbus, Pittsburgh,
Baltimore and Sacramento.

As part of our long-term strategy, we intend to continue to acquire additional office properties, as
opportunities arise, capital becomes available and market conditions permit, particularly in these core markets. We
may acquire properties individually or as part of a portfolio, or as joint ventures or other business combinations. We
may also acquire additional equity partners interests on selected properties. As opportunities arise and market
conditions dictate, we may dispose of properties, including non-core assets that are not complementary to this
strategy. We may also dispose of currently owned properties and acquire new ones within our core markets, or
explore entry into other similar markets, based on our view of the direction of the office properties market.

Improving the Efficiency and Productivity of Our Operations

The careful control of both property operating expenses as well as general and administrative expenses is
key to achieving our goal of maximizing our operating cash flow. We continue to evaluate and improve our
operational structure and have implemented policies and procedures to increase productivity. We intend to continue
to seek ways to generate general and administrative expense savings over time.

Maintaining a Prudent and Flexible Capital Plan

We believe that, in order to maximize our cash flow growth, our asset management and operating strategies
must be complemented by a capital strategy designed to maximize the return on our capital. Qur capital strategy is
to:

s maintain adequate working capital and lines of credit to ensure liquidity and flexibility;

+ employ an appropriate degree of leverage;

e maintain floating rate debt at a level that allows us to take advantage of lower interest costs and
minimize loan pre-payment costs when possible; and

e actively manage our exposure to interest rate volatility through the use of long-term fixed-rate debt and
various hedging strategies.

We regularly review various credit ratios such as outstanding debt-to-book value, outstanding debt-to-asset
value, fixed charge ratio and interest coverage ratio to monitor our leverage. We are also aware of the risk of
interest rate increases. In order to mitigate the risk of rising interest rates, we may pursue fixed rate financing. In
addition, from time to time, we may enter into interest rate derivative contracts in order to limit our exposure to
increasing interest rates. At December 31, 2004, by way of interest rate swap agreements, we had fixed the interest
rates on $150.0 million of variable rate debt at a weighted average interest rate of 6.02%. We monitor both the
amount of our leverage and the mix of our fixed/floating-rate debt to provide a more reliable stream of earnings.



An important source of liquidity for us is our $750.0 million unsecured credit facility that we entered into
in June 2004, The unsecured credit facility consists of a $600.0 million revolving component and a $150.0 million
term component, bears interest at LIBOR plus a spread of 1.15% to 2.0% based on our total leverage, and matures in
June 2007. The unsecured credit facility includes numerous financial covenants that govern our ability to borrow
under the facility and the amount of borrowings that are available under the facility. As of December 31, 2004, the
amount eligible to be borrowed under this facility was approximately $484.9 million, $150.0 million of which was
outstanding.

We also have available an effective shelf-registration statement under which we may offer and sell of up to
an aggregate amount of $750.0 million of common stock, preferred stock, depositary shares representing shares of
our preferred stock and warrants exercisable for common stock or preferred stock. However, our ability to raise
funds through sales of common stock, preferred stock, depositary shares representing shares of our preferred stock
and common and preferred stock warrants is dependent upon, among other things, general market conditions for
REITs, market perceptions about our company, the current trading price of our stock and the current interest rates.
The proceeds from the sale of shares of common stock, preferred stock, depositary shares representing shares of our
preferred stock or common and preferred stock warrants, if any, would be used for general corporate purposes,
which may include, among other things, the acquisition of additional properties or the repayment of outstanding
indebtedness.

To the extent we believe it necessary and efficient, we may raise capital through a variety of means in
addition to our traditional secured debt, including but not limited to selling assets, entering into joint ventures or
partnerships with equity providers, issuing equity securities or a combination of these methods.

Competition

The leasing of real estate 1s highly competitive. We compete for tenants with property owners, lessors and
developers of similar properties located in our respective markets primarily on the basis of location, rent charged,
services provided, and the design and condition of our buildings. We also experience competition when attempting
to acquire real estate, including competition from domestic and foreign financial institutions, other REITs, life
insurance companies, pension trusts, trust funds, partnerships and individual investors.

Industry Segments and Seasonality

Our primary business is the ownership and management of office properties. Our long-term tenants are in a
variety of businesses and no single tenant is significant to our business. Our properties are concentrated in seven
core markets with similar economic characteristics. Information by geographic segment for the years ended
December 31, 2004, 2003 and 2002 is set forth in Note 25 to the consolidated financial statements included in this
Form 10-K. Our business is not seasonal.

Employees and Organizational Structure

At March 4, 2005, we had approximately 740 employees. Of these employees, approximately 175 were
employed in our corporate offices, with the remainder employed regionally and locally in the operation of our
property portfolio. Consistent with our focus on core cities, we have dedicated regional leasing and property
management teams based in Atlanta, Georgia; Chicago, Illinois; Dallas, Texas; Houston, Texas; Los Angeles,
California; New York, New York; and Washington, D.C. Additionally, approximately 120 of our employees who
are employed in our office portfolio operations are represented by labor unions. We consider our labor relations to
be positive and anticipate maintaining agreements with our labor unions on terms satisfactory to all parties.

Environmental Matters

We are subject to various federal, state and local laws and regulations relating to environmental matters.
Under these laws, we are exposed to liability primarily as an owner or operator of real property and, as such, we
may be responsible for the cleanup or other remediation of contaminated property. Contamination for which we
may be liable could include historic contamination, spills of hazardous materials in the course of our tenants' regular




business operations and spills or releases of hydraulic or other toxic oils. An owner or operator can be liable for
contamination or hazardous or toxic substances in some circumstances whether or not the owner or operator knew
of, or was responsible for, the presence of such contamination or hazardous or toxic substances. In addition, the
presence of contamination or hazardous or toxic substances on property, or the failure to properly clean up or
remediate such contamination or hazardous or toxic substances when present, may materially and adversely affect
our ability to sell or lease such contaminated property or to borrow using such property as collateral.

Asbestos-containing material, or ACM, is present in some of our properties. Environmental laws govern
the presence, maintenance and removal of asbestos. We believe that we manage ACM in accordance with
applicable laws. We plan to continue managing ACM as appropriate and in accordance with applicable laws and
believe that the cost to do so will not be material.

Compliance with existing environmental laws has not had a material adverse effect on our financial
condition and results of operations, and we do not believe it will have such an impact in the future. In addition, we
have not incurred, and do not expect to incur any material costs or liabilities due to environmental contamination at
properties we currently own or have owned in the past. However, we cannot predict the impact of new or changed
laws or regulations on our current properties or on properties that we may acquire in the future. We have no current
plans for substantial capital expenditures with respect to compliance with environmental laws.

Available Information

A copy of this Annual Report on Form 10-K, as well as our Quarterly Reports on Form 10-Q, Current
Reports on Form 8-K and any amendments to these reports, are available free of charge on the Internet at our
website, www.trz.com, as soon as reasonably practicable (generally, within one day) after we electronically file
these reports with, or furnish these reports to, the Securities and Exchange Commission. The reference to our
website address does not constitute incorporation by reference of the information contained on the website and that
information should not be considered part of this document.

In addition, we have posted the charters for our Audit Committee, Compensation Committee, Corporate
Governance Committee and Nominating Committee, as well as our Corporate Governance Principles and our Code
of Business Conduct and Ethics, on our website at www.trz.com under the headings “Investors — Corporate
Governance”. We will also provide a print copy of these documents to stockholders upon request.

RISK FACTORS

You should carefully consider the visks described below. These risks are not the only ones that we may
Jface. Additional risks not presently known to us or that we currently consider immaterial may also impair our
results of operations, financial condition and business operations generally, and hinder our ability to make
distributions to our stockholders.

Risks Relating To Our Business

Our operating and financial performance and our financial condition, as well as the value of our real estate
assets, are subject to the risks incidental to the ownership and operation of real estate properties.

Our results of operations and financial condition, the value of our real estate assets, and the value of your
investment are subject to the risks normally associated with the ownership and operation of real estate properties.
These risks include, but are not limited to, the following:

e adverse changes in the national and regional economic climate, as well as the local economic
conditions in core markets in which our properties are located;

e cyclical nature of the real estate industry, particularly in the commercial office sector, and possible
oversupply of, or reduced demand for, office space in our core markets; '

e negative trends in employment levels;

e competition from other commercial office real estate owners who own properties in our core markets;



unfavorable changes in market rental rates and our ability to rent space on favorable terms;

bankruptcy, insolvency or credit deterioration of our tenants;

increase in interest rates and lack of availability of financing;

increases in operating costs, including costs incurred for periodic renovations and repairs that are

necessary as our properties age;

o illiquidity of real estate assets, which may make it difficult for us to sell our real estate investments in
response to changes in the economic climate and real estate industry;

e civil unrest, acts of terrorism, earthquakes and other natural disasters or acts of God that may result in
uninsured losses;

e attractiveness of our properties to tenants; and

e changes in the availability and affordability of insurance on commercially reasonable terms, in levels

of coverage for our real estate assets and in exclusions from insurance policies for our real estate

assets.

In addition, applicable federal, state and local regulations, zoning and tax laws and potential liability under
environmental and other laws may affect real estate values. Further, we must make significant expenditures,
including property taxes, maintenance costs, mortgage payments, insurance costs and related charges, throughout the
period that we own real property regardless of whether the property is producing any income. The risks associated
with real estate investments may adversely affect our operating results and financial position, and, therefore, may
adversely affect the amount of our dividends or our ability to pay those dividends.

If we are not able to renew leases or enter into new leases on favorable terms or at all as our existing leases
expire, our revenue, operating results and cash flows will be reduced.

Scheduled lease expirations in our office portfolio over the next five years average approximately 9.7%
annually on a consolidated basis at December 31, 2004. In particular, we expect significant lease expirations during
2005 for our office properties in the Atlanta, New York and Washington D.C. markets. We may be unable to
promptly renew leases with our existing tenants or enter into new leases with new tenants as our existing leases
expire due to economic and other factors. In addition, even if we were able to renew existing leases or enter into
new leases in a timely manner, the terms of those leases may be less favorable to us than the terms of expiring leases
because:

e the rental rates of the renewal or new leases may be significantly lower than those of the expiring
leases; or

e substantial tenant installation costs, including the cost of required renovations or concessions to
tenants, may be significant.

If we are unable to enter into lease renewals or new leases on favorable terms or in a timely manner for all
or a substantial portion of space that is subject to expiring leases, our revenue, operating results and cash flows will
be adversely affected.

If a significant number of our tenants defaulted on their leases or sought bankruptcy protection, our cash
flows and operating results would suffer.

Our tenants may experience a downturn in their business, which could weaken their financial condition and
result in the tenants’ inability to make rental payments in a timely manner. In some cases, a tenant that is facing
financial difficulty may simply cease making rental payments. Either of these events will significantly harm our
revenues and negatively affect our operating results. In addition, a tenant may seek the protection of bankruptcy,
insolvency or similar laws and as part of the bankruptcy proceeding, a court may authorize the tenant to reject and
terminate its lease with us. In such a case, our claim against the tenant for unpaid, future rent would be subject to a
statutory cap that might be substantially less than the remaining rent owed under the lease. In any event, it is
unlikely that a bankrupt tenant will pay in full the amounts it owes us under a lease. The resulting loss of rental
payments and costs associated with re-leasing those leasable spaces could adversely affect our cash flows and
operating results, thereby reducing the amount of our dividends.
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Our business is substantially dependent on the economic climates of seven core markets and the adverse
conditions in these markets, or in the national economy generally, may adversely impact our results of
operations and financial condition.

Our real estate portfolio consists of office properties in seven core markets, located in the following major
metropolitan areas: Atlanta, Georgia; Chicago, Illinois; Dallas, Texas; Houston, Texas; Los Angeles, California;
New York, New York; and Washington, D.C. As a result, our business is substantially dependent on the economic
climate within these markets. A continuing, prolonged downturn in the economies of these core markets, or the
impact that a downturn in the overall national economy may have on these markets, could result in further reduced
demand for office space. A downturn in demand for office space in any one of our core markets could have a
material impact on our ability to lease the office space in our portfolio and may adversely impact our financial
results and our cash flows.

Provisions for losses of real estate investments may negatively affect our operating results.

Under the relevant accounting rules, if we decide to sell one or more of our real estate assets, we are
required to re-assess the fair value of those properties based on the anticipated operating income that such properties
will generate in light of the reduction of their holding period. In addition, with respect to our properties that we
intend to continue to own, we also are required to periodically assess the performance and prospects of each such
property. Based on reassessment, we are required to reflect on our financial statements the lower of either fair value
or “carrying” (or book) value of these properties. To the extent that the fair value of these properties exceeds their
carrying value, we are further required to recognize an impairment charge equal to such excess amount. During
2004, we recognized an aggregate impairment charge of approximately $121.7 million for our properties held for
sale and certain of our operating properties. As we continue to monitor the performance of our properties and
implement our repositioning strategy in the future, we may recognize additional impairment charges that are
significant, which would adversely affect our results of operation.

‘We may have difficulty selling our properties due to economic, tax and other reasons. As a result, we may
not be able to sell our properties when appropriate and our repositioning strategy may be negatively
impacted.

We implemented a repositioning strategy pursuant to which we commenced selectively disposing of our
non-core properties in core and non-core markets. As part of our repositioning strategy, we sold fifteen office
properties, a partial interest in one office property, a partial interest in a joint venture development, two retail
properties and three land parcels, generating aggregate net proceeds of approximately $959.9 million during 2004.
We intend to continue to pursue our repositioning strategy throughout 2005 and from time to time opportunistically
sell other non-core properties as part of our overall business. However, real estate investments, especially large and
high quality office properties like the ones that we own, can be difficult to sell quickly or at all, especially if market
conditions are unfavorable. This may limit our ability to change our portfolio promptly in response to changes in
economic or other conditions and continue to implement our repositioning strategy. In addition, federal tax laws
impact our decisions to sell many of our properties. In this regard, under certain circumstances we could incur
federal income tax liability upon the sale of properties that we have owned for fewer than four years and, until 2011,
we are subject to federal income tax upon the sale of properties that we owned on January 1, 2001, which was the
first day of our first year in which we were taxed as a REIT, but only on the “built-in gain” that existed with respect
to those properties as of January 1, 2001. Further, for 2005, 2006 and 2007, if we recognize net capital gain on the
sale of our office properties, we are required to reimburse Trizec Canada Inc. and its affiliates for the 35% federal
income tax withholding that would apply to the portion of the “net capital gain” distributed to Trizec Canada Inc.
and its affiliates. Also, we may enter into “tax protection agreements” with joint venture partners that would restrict
our ability to sell the affected property in a taxable transaction for a limited period of time. These potential tax
related costs and restrictions may affect our ability to sell properties in taxable transactions without adversely
affecting returns to our stockholders. If we choose to sell our properties in tax-free exchanges we will not incur
these tax costs, but we will be required to acquire additional properties within a specified statutory time-frame.
These restrictions reduce our ability to respond promptly to changes in the performance of our investments and
could adversely affect our financial condition and results of operations.
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Actual or perceived threat of terrorism may adversely affect operating results from our properties.

Our portfolio is concentrated in large metropolitan areas, some of which have been or may be perceived to
be subject to terrorist attacks. Furthermore, many of our properties consist of high-rise buildings, which may also be
subject to this actual or perceived threat, which could be heightened in the event that the U.S. engages in additional
armed conflict. This could have a material adverse affect on our ability to lease the office space in our portfolio.
Furthermore, the implementation of increased security measures at our properties increases property costs, which, in
some cases, we may not be able to fully pass on to tenants. Each of these factors could have a material adverse
impact on our operating results and cash flow, as well as the amount of our dividends.

Compliance with our tax cooperation agreement for the benefit of Trizec Canada Inc. may limit our
flexibility in making real estate investments and conducting our business.

In connection with our 2002 corporate reorganization, we entered into a tax cooperation agreement with
TrizecHahn Office Properties Ltd., a wholly-owned, Canadian subsidiary of TrizecHahn Corporation. Under the
agreement, we have agreed to continue to conduct our business activities with regard to the consequences to Trizec
Canada Inc. and its affiliates under Canadian tax laws, as they may be amended from time to time. Compliance with
this agreement may require us to conduct our business in a manner that may not always be the most efficient or
effective because of potential adverse Canadian tax consequences to Trizec Canada Inc. and its affiliates.
Furthermore, we may incur incremental costs due to the need to reimburse Trizec Canada Inc. and its affiliates for
tax liabilities incurred by them as a result of our operations. The tax cooperation agreement terminates on December
31, 2007.

Our financial covenants could adversely affect our financial condition and results of operations.

The financings secured by our properties contain customary covenants such as those that limit our ability,
without the prior consent of the lender, to further mortgage the applicable property or to discontinue insurance
coverage. In addition, our unsecured credit facility contains certain customary restrictions, requirements and other
limitations on our ability to incur indebtedness, including debt ratios that we are required to maintain.

We expect to rely on borrowings under the unsecured credit facility for working capital, liquidity, funds for
dividends and to finance potential future acquisition and development activities. Our ability to borrow under the
unsecured credit facility is subject to compliance with our financial and other covenants. If we are unable to borrow
under the unsecured credit facility, or to refinance existing indebtedness, our financial condition and results of
operations would likely be adversely impacted. If we breach covenants in a debt agreement, the lender can declare a
default and require us to repay the debt immediately and, if the debt is secured, can take possession of the property
securing the loan. In addition, some of our financings may be cross-defaulted or cross-accelerated to our other
indebtedness. A cross-default or cross-acceleration may give the lenders under those financings the right also to
declare a default or accelerate payment of the loan.

Our degree of leverage may adversely affect our business and the market price of our common stock.

At December 31, 2004, our leverage, which we define as the ratio of our mortgage debt and other loans to
the sum of net debt and the book value of stockholders' equity, was approximately 53.1%.

Our degree of leverage could adversely affect our ability to obtain additional financing for working capital,
capital expenditures, acquisitions, developments or other general corporate purposes. Our degree of leverage could
also make us more vulnerable to a downturn in our business or the economy generally. We do not currently have a
policy limiting our degree of leverage, nor do our organizational documents contain such limits. We have entered
into certain financial agreements that contain financial and operating covenants limiting our ability under certain
circumstances to incur additional indebtedness. There is also a risk that a significant increase in the ratio of our
indebtedness to the measures of asset value used by financial analysts may have an adverse effect on the market
price of our common stock.
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Our historical financial information may not be representative of our financial position, operating results and
cash flows as a separate company.

Our combined consolidated financial statements for periods prior to the effective date of our 2002 corporate
reorganization have been carved out from the consolidated financial statements of TrizecHahn Corporation using the
historical operating results and historical bases of the assets and liabilities of the businesses that we comprise.
Accordingly, the historical financial information that we have included in this report does not necessarily reflect
what our financial position, operating results and cash flows would have been had we been a separate, stand-alone
public entity during all of the periods presented.

Prior to the effective date of our 2002 corporate reorganization, TrizecHahn Corporation accounted for us
as, and we operated as, a separate, stand-alone entity. Our costs and expenses include payments made to
TrizecHahn Corporation for direct reimbursement of third-party purchased services and a portion of salaries, for
certain employees, for direct services rendered. We consider these charges to be reasonable reflections of the use of
services provided to us for the benefit that we received.

Our historical financial information is not necessarily indicative of what our operating results, financial
position and cash flows will be in the future. We have not made adjustments to our historical financial information
to reflect changes that have occurred in our cost structure as a result of our 2002 corporate reorganization, including
increased costs associated with being a publicly traded, stand-alone company. These incremental costs included, but
are not limited to, additional senior management compensation expense to supplement the existing management
team, and internal and external public company corporate compliance costs.

If we are unable to manage our interest rate risk effectively, our cash flows and operating results may suffer.

At December 31, 2004 we had approximately $108.8 million of debt outstanding subject to variable interest
rates, and we may incur additional debt that bears interest at variable rates. Accordingly, if interest rates increase,
our debt costs will also increase. To manage our overall interest rate risk, we enter into fixed rate loans and floating
rate loans. We also enter into interest rate protection agreements consisting of swap contracts and cap contracts in
order to mitigate the effect of increasing rates on a portion of our floating rate debt. Developing an effective interest
rate strategy, however, is complex, and no strategy can completely insulate us from the risks associated with interest
rate fluctuations. Despite our hedging activities, we cannot assure you that we will be able to manage our interest
rate risk effectively or that our variable rate exposure will not have a material adverse effect on our cash flows,
operating results and cash available for distribution. Furthermore, our interest rate hedging arrangements may
expose us to additional risks, including additional costs, such as transaction fees or breakage costs, or requirements
to post collateral for hedges that may have decreased in value since execution. Although our interest rate risk
management policy establishes minimum credit ratings for counterparties, this does not eliminate the risk that a
counterparty may fail to honor its obligations. We cannot assure you that our hedging activities will have the
desired beneficial impact on our results of operations or financial condition.

Our insurance may not cover some potential losses or may not be obtainable at commercially reasonable
rates, which could adversely affect our financial condition and results of operations.

We carry insurance on our properties of types and in amounts that we believe are in line with coverage
customarily obtained by owners of similar properties. The property insurance that has been maintained historically
has been on an “all risk” basis, which until 2003 included losses caused by acts of terrorism. Following the terrorist
activity of September 11, 2001 and the resulting uncertainty in the insurance market, insurance companies generally
excluded insurance against acts of terrorism from their “all risk™ policies. As a result, our “all risk” insurance
coverage contained specific exclusions for losses attributable to acts of terrorism. In light of this development, for
2003 we purchased stand-alone terrorism insurance on a portfolio-wide basis with an annual aggregate limit of $250
million. Effective December 31, 2003, we amended our insurance coverage for acts of terrorism as a result of the
Terrorism Risk Insurance Act of 2002 (“TRIA”) enacted by Congress and signed into law by President Bush in
November 2002. Effective December 31, 2003, we formed a wholly-owned taxable REIT subsidiary, Concord
Insurance Limited (“Concord”), to act as a captive insurance company and be the primary carrier with respect to our
terrorism insurance program. Qur expired terrorism insurance program that provided a limit of $250 million in the
aggregate per year was replaced with a terrorism insurance program with a limit of $500 million per occurrence, as
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prescribed under the provisions of TRIA. This current terrorism insurance program provides coverage for certified
nuclear, chemical and biological exposure, whereas the previous insurance coverage did not cover such exposure.
Under TRIA, we have a per occurrence deductible of $0.1 million and retain responsibility for 10% of the cost of
each nuclear, chemical and biological certified event up to a maximum of $50 million per occurrence. If the
certified terrorism event is not found to be a nuclear, chemical or biological event, our 10% exposure is limited to
the $0.1 million deductible. The federal government is obligated to cover the remaining 90% of the loss above the
deductible up to $100 billion in the aggregate annually. Since the limit with respect to our portfolio may be less
than the value of the affected properties, terrorist acts could result in property damage in excess of our current
coverage, which could result in significant losses to us due to the loss of capital invested in the property, the loss of
revenues from the impacted property and the capital that would have to be invested in that property. Any such
circumstance could have a material adverse effect on our financial condition and results of our operations. In the
future, we may obtain different coverage depending on the availability and cost of third party insurance in the
marketplace.

During 2003, we received notices to the effect that our insurance coverage against acts of terrorism may not
comply with loan covenants under certain debt agreements. We reviewed our coverage and believe that it complied
with these documents and that our insurance coverage adequately protected the lenders’ interests. We initiated
discussions with these lenders to satisfy their concerns and assure that their interests and our interests are adequately
protected. As a result of our discussions, the lenders who sent notices in 2003 accepted the insurance coverage that
we provided, one of whom did so with a formal written irrevocable waiver for the 2003 policies.

The new terrorism insurance program described above became effective on December 31, 2003. Because
the program relies upon TRIA, which was not signed into law until November 2002, it does not conform to the
formal insurance requirements of the loan covenants that pre-dated TRIA. If a lender takes the position that our
insurance program is not in compliance with covenants in a debt agreement, we could be deemed to be in default
under the agreement. In that case, we may decide to obtain insurance to replace or supplement our insurance
program in order to fulfill the lender’s request. In the future, our ability to obtain debt financing, or the terms of
such financing, may be adversely affected if lenders insist upon additional requirements or greater insurance
coverage against acts of terrorism than may be available to us in the marketplace at rates or on terms that are
commercially reasonable.

Effective May 1, 2004, we elected to also utilize Concord to underwrite our general liability and workers
compensation insurance programs. Under such insurance programs, we are generally responsible for up to $0.3
million per claim for both general liability and workers compensation. We maintain excess liability insurance with
independent insurance carriers to minimize risks related to catastrophic claims. Liabilities associated with the risks
that are retained by us are estimated, in part, by considering historical claims experience, demographic factors,
severity factors and other actuarial assumptions. The estimated accruals for these liabilities could be significantly
affected if future occurrences and claims differ from these assumptions and historical trends.

Insofar as we own Concord, we are responsible for its liquidity and capital resources, and the accounts of
Concord are part of our consolidated financial statements. If we experience a loss and Concord is required to pay
under its insurance policies, we would ultimately record the loss to the extent of Concord’s required payment.

Effective December 31, 2004, we formed Concordia Insurance LLC and Chapman Insurance LLC to
underwrite terrorism, general liability and workers compensation insurance programs for our wholly owned and
joint venture properties, respectively. Effective December 31, 2004, Concord underwrote terrorism, general liability
and workers compensation insurance programs only for properties for which we have third party management
agreements.

Our earthquake insurance on our properties located in areas known to be subject to earthquakes is in an
amount and subject to deductibles that we believe is commercially reasonable. However, the amount of earthquake
insurance coverage may not be sufficient to cover all losses from earthquakes. Since the limit with respect to our
portfolio may be less than the value of the affected properties, earthquakes could result in property damage in excess
of our current coverage, which could result in significant losses to us due to the loss of capital invested in the
property, the loss of revenues from the impacted property and the capital that would have to be invested in that
property. Any such circumstance could have a material adverse effect on our financial condition and results of
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operations. As a result of increased costs of coverage and decreased availability, the amounts of the third party
earthquake insurance we may be able to purchase on commercially reasonable terms may be reduced. In addition,
we may discontinue earthquake insurance on some or all of our properties in the future if the premiums exceed our
estimate of the value of the coverage.

There are other types of losses, such as from acts of war, acts of bio-terrorism or the presence of mold at
our properties, for which coverage is not available in the market to us or other purchasers of commercial insurance
policies. With respect to such losses and losses from acts of terrorism, earthquakes or other catastrophic events, if
we experience a loss that is uninsured or that exceeds policy limits, we could lose the capital invested in the
damaged properties, as well as the anticipated future revenues from those properties. Depending on the specific
circumstances of each affected property, it is possible that we could be liable for mortgage indebtedness or other
obligations related to the property. Any such loss could materially and adversely affect our business and financial
condition and results of operations.

Additionally, although we generally obtain owners' title insurance policies with respect to our properties,
the amount of coverage under such policies may be less than the full value of such properties. If a loss occurs
resulting from a title defect with respect to a property where there is no title insurance or the loss is in excess of
insured limits, we could lose all or part of our investment in, and anticipated income and cash flows from, such

property.
Fixed real estate costs may intensify revenue losses when income from our properties decreases.

Our financial results depend primarily on leasing space in our office properties to tenants on terms
favorable to us. Costs associated with real estate investments, such as real estate taxes and maintenance and other
operating costs, generally do not decrease even when a property is not fully occupied or other circumstances cause a
reduction in income from the property. Cash flow and income from the operations of our properties may be reduced
if a tenant does not pay its rent. Under those circumstances, we might not be able to enforce our rights as landlord
without delays, we may be unable to re-lease properties on favorable terms and we might incur substantial legal
costs. Additionally, new properties that we may acquire or develop may not produce significant revenue
immediately, and the cash flow from existing operations may be insufficient to pay the operating expenses and debt
service associated with that property until the property is fully leased. Each of these circumstances can further
reduce cash flows and operating results by requiring us to expend capital to cover our fixed real estate costs, thereby
reducing the amount of our dividends.

Competition may adversely affect the ability to lease our properties, which may cause our cash flows and
operating results to suffer.

We face significant competition from developers, managers, operators and owners of office and mixed-use
properties in seeking tenants for our properties. These competing properties may have vacancy rates higher than our
properties, which may result in their owners being willing to make space available at lower prices than the space in
our properties, particularly if there is an oversupply of space available in the market. Competition for tenants could
have a material adverse effect on our ability to lease our properties and on the rents that we may charge or
concessions that we must grant. If our competitors adversely impact our ability to lease our properties, our cash
flows and operating results may suffer, and consequently we may reduce the amount of our dividends.

We face significant competition for acquisitions which could adversely affect our growth strategy.

Assuming we are able to obtain capital on commercially reasonable terms and the market conditions are
favorable, we may selectively acquire new office properties in our core markets and other key locations as part of
our growth and repositioning strategy. However, we face significant competition from other well-capitalized real
estate investors, including both publicly traded and private REITs, investment banks, and institutional investment
funds for attractive investment opportunities. Such competition may significantly increase the purchase price of
new acquisitions or prevent us from acquiring a desired property, which would adversely affect our operating results
and adversely affect our growth and repositioning strategy.
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Our acquisitions may fail to perform as expected.

Even if we are able to find and acquire suitable office properties, those properties may fail to perform as
expected. For example, we may underestimate the costs necessary to bring an acquired property up to standards
established for its intended market position or may be unable to quickly and efficiently integrate new acquisitions
into our existing operations. We may also acquire properties subject to liabilities and without any recourse, or with
only limited recourse, with respect to unknown liabilities. Each of these factors could have an adverse affect on our
results of operations and financial condition.

Because we must distribute a substantial portion of our net income to qualify as a REIT, we will be dependent
on third-party sources of capital to fund our future capital needs.

To qualify as a REIT, we generally must distribute to our stockholders at least 90% of our net taxable
income each year, excluding capital gains. Because of this distribution requirement, it is not likely that we will be
able to fund all of our future capital needs, including capital for property acquisitions and developments, from our
net income. In addition, we may not have sufficient cash or other liquid assets on hand to satisfy our distribution
requirements in any one year. Therefore, we will have to rely on third-party sources of capital to fund these
obligations, which may not be available on favorable terms or at all. Our access to third-party sources of capital
depends on a number of things, including the market's perception of our growth potential and our current and
potential future earnings. If we are not able to obtain third-party sources of capital on favorable terms, our results of
operations could be adversely affected, which could result in a decline in the market value of our securities. If we
are not able to obtain capital from third-parties at all, our results of operations likely would be adversely affected,
and our ability to make distributions to our stockholders and qualify as a REIT could be jeopardized. Moreover,
additional equity offerings may result in substantial dilution of our stockholders’ interests, and additional debt
financing may substantially increase our leverage.

We face risks associated with the use of debt to finance our business, including refinancing risk.

We incur debt in the ordinary course of our business. We expect that we will repay prior to maturity only a
small portion of the principal of our debt. We therefore plan to meet our maturing debt obligations partly with
existing cash and available credit, cash flows from operations and sales of non-core assets, but primarily through the
refinancing of maturing debt obligations with other debt. We are subject to risks normally associated with debt
financing, and our ability to refinance our debt will depend on:

our financial position;

the estimated cash flow of our properties;

the value of our properties;

liquidity in the debt markets;

the availability on commercially acceptable terms of insurance coverage required by lenders;
general economic and real estate market conditions; and

financial, competitive, business and other factors, including factors beyond our control.

We cannot assure you that any refinancing of debt with other debt will be possible on terms that are
favorable or acceptable to us. If we cannot refinance, extend or pay principal payments due at maturity with the
proceeds of other capital transactions, such as new equity capital, our cash flows will not be sufficient in all years to
repay debt as it matures.

Restrictions in loan agreements may limit the distributions we receive from our operating subsidiaries and
the amounts available for distributions to you as dividends on our common stock.

We conduct our operations through operating subsidiaries. We and some of our subsidiaries, including
subsidiaries that carry on a substantial part of our overall business, are parties to loan agreements containing
provisions that require the maintenance of financial ratios and impose limitations on additional indebtedness and
distributions in respect of capital stock. These provisions may limit the amount and flexibility of our current and
future financings, the receipt of cash distributions from some of our subsidiaries and, therefore, the amounts that will
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be available for distributions to you as dividends on our common stock. In addition, to qualify as a REIT, we
generally must distribute to our stockholders at least 90% of our net taxable income each year, excluding capital
gains. The provisions in loan agreements discussed above may impair our ability to make the requisite distributions
to our stockholders and may force us to borrow funds on a short-term basis to meet the distribution requirements.
We cannot assure you that we will be able to borrow funds on terms that are favorable to us.

Our success depends on key personnel whose continued service is not guaranteed.

We depend on the efforts of executive officers and other key personnel, particularly Timothy H. Callahan,
our president and chief executive officer. Among the reasons that they are important to our success is that each has
a national reputation which attracts business and investment opportunities and assists us in negotiations with lenders.
Our regional executive officers also have strong regional reputations. Their reputations aid us in identifying
opportunities, having opportunities brought to us, and negotiating with tenants and build-to-suit prospects. While
we believe we could find replacements for these key personnel, the loss of their services could adversely impact our
relationships with potential tenants, lenders and industry personnel.

Environmental problems at our properties are possible and may be costly.

We are subject to various federal, state and local laws and regulations relating to environmental matters, as
described in more detail above under “Item 1 — Business — Environmental Matters”. Under these laws, we are
exposed to liability primarily as an owner or operator of real property and, as such, we may be responsible for the
cleanup or other remediation of contaminated property, which could result in substantial costs that could adversely
affect our operating results and cash flow.

We believe that our exposure to environmental liabilities under currently applicable laws is not material.
We cannot assure you, however, that we currently know of all circumstances that may give rise to such exposure.
Furthermore, environmental laws and regulations can change rapidly, and we may become subject to more stringent
environmental laws and regulations in the future. Compliance with more stringent environmental laws and
regulations could have a material adverse effect on our operating resuits or financial condition.

Additional regulations applicable to our properties could require us to make substantial expenditures to
ensure compliance, which could adversely affect our cash flows and operating results,

Our properties are, and properties that we may acquire in the future will be, subject to various federal, state
and local regulatory requirements such as local building codes and other similar regulations. If we fail to comply
with these requirements, governmental authorities may impose fines on us or private litigants may be awarded
damages against us.

We believe that our properties are currently in substantial compliance with all applicable regulatory
requirements. New regulations or changes in existing regulations applicable to our properties, however, may require
us to make substantial expenditures to ensure regulatory compliance, which would adversely affect our cash flows
and operating results.

Compliance with changing regulation of corporate governance and public disclosure may result in additional
expense.

Changing laws, regulations and standards relating to corporate governance and public disclosure, including
the Sarbanes-Oxley Act of 2002, new SEC regulations and New York Stock Exchange rules, are creating
uncertainty for companies such as ours. These new or changed laws, regulations and standards are subject to
varying interpretations in many cases due to their lack of specificity, and as a result, their application in practice may
evolve over time as new guidance is provided by regulatory and governing bodies, which could result in continuing
uncertainty regarding compliance matters and higher costs necessitated by ongoing revisions to disclosure and
governance practices. We are committed to maintaining high standards of corporate governance and public
disclosure. As a result, our efforts to comply with evolving laws, regulations and standards have resulted in, and are
likely to continue to result in, increased general and administrative expenses and a diversion of management time
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and attention from revenue-generating activities to compliance activities. In particular, our efforts to comply with
Section 404 of the Sarbanes-Oxley Act of 2002 and the related regulations regarding our required assessment of our
internal controls over financial reporting and our external auditors’ audit of that assessment has required the
commitment of significant financial and managerial resources. In addition, it has become more difficult and more
expensive for us to obtain director and officer liability insurance, and we have purchased reduced coverage at
substantially higher costs than in past. We expect these efforts to require the continued commitment of significant
resources. Further, our board members, chief executive officer and chief financial officer could face an increased
risk of personal liability in connection with the performance of their duties. As a result, we may have difficulty
attracting and retaining qualified board members and executive officers, which could harm our business. If our
efforts to comply with new or changed laws, regulations, and standards differ from the activities intended by
regulatory or governing bodies due to ambiguities related to practice, our reputation may be harmed.

We do not have sole control over the properties that we hold with co-venturers or partners or over the
revenues and certain decisions associated with those properties, which may limit our flexibility with respect to
these investments.

As of December 31, 2004, we owned interests in seven unconsolidated real estate joint ventures and one
unconsolidated development joint venture. The office properties that we own through unconsolidated real estate
joint ventures or partnerships totaled approximately 7.0 million square feet, with our ownership interest totaling
approximately 3.5 million square feet. In addition, we owned interests in two consolidated real estate joint ventures
totaling approximately 900,000 square feet. A joint venture or partnership involves risks, including the risk that a
co-venturer or partner:

e may have economic or business interests or goals that are inconsistent with our economic or business
interests or goals;

e may take actions contrary to our instructions or requests, or contrary to our policies or objectives with
respect to our real estate investments (including actions that may be inconsistent with our REIT status);

¢ may have to give its consent with respect to certain major decisions, including the decision to
distribute cash, refinance a property or sell a property; and

e may become bankrupt, limiting its ability to meet calls for capital contributions and potentially making
it more difficult to refinance or sell the property.

We do not have sole control of certain major decisions relating to the properties that we own through joint
ventures, including decisions relating to:

the sale of the properties;

refinancing;

timing and amount of distributions of cash from such properties to us;
capital improvements; and

calling for capital contributions.

In some instances, although we are the property manager for a joint venture, the other joint venturer retains
approval rights over specific leases or our leasing plan. In addition, the sale or transfer of interests in some of our
joint ventures and partnerships is subject to rights of first refusal or first offer and some joint venture and partnership
agreements provide for buy-sell or similar arrangements. Such rights may be triggered at a time when we may not
want to sell but may be forced to do so because we may not have the financial resources at that time to purchase the
other party's interest. Such rights may also inhibit our ability to sell our interest in a property or a joint venture or
partnership within our desired time frame or on any other desired basis.

Our failure to qualify as a REIT would decrease the funds available for distribution to our stockholders and
adversely affect the market price of our common stock.

We believe that we have qualified for taxation as a REIT since 2001. We intend to continue to meet the
requirements for taxation as a REIT, but we cannot assure stockholders that we will qualify as a REIT. If we fail to
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qualify for taxation as a REIT in any taxable year, we will face serious tax consequences that will substantially
reduce the funds available for dividend distributions due to the following reasons:

e we will be subject to tax on our taxable income at regular corporate rates;

¢ we will not be able to deduct, and will not be required to make, distributions to stockholders in any
year in which we fail to qualify as a REIT;

e we could be subject to federal alternative minimum tax or increased state and local taxes; and

* unless we are entitled to relief under specific statutory provisions, we will be disqualified from taxation
as a REIT for the four taxable years following the year during which we lost our qualification.

Furthermore, if we failed to qualify as a REIT for 2007, the conversion rights of the holder of our Class F
convertible stock, Trizec Canada Inc. and its affiliates, could be triggered and, as a result, your interest in us would
be immediately diluted and the value of our common stock would be adversely affected. In addition, failing to
qualify as a REIT likely would impair our ability to raise capital and expand our business, and likely would
adversely affect the market price of our common stock.

Determination of REIT status is highly technical and complex. Even a technical or inadvertent mistake
could endanger our REIT status. The determination that we qualify as a REIT requires an ongoing analysis of
various factual matters and circumstances, some of which may not be within cur control. For example, to qualify as
a REIT, at least 95% of our gross income must come from sources that are itemized in the REIT tax laws, and we
are prohibited from owning specified amounts of debt or equity securities of some issuers. We are also required to
distribute to shareholders at least 90% of our REIT taxable income, excluding capital gains. The fact that we hold
some of our assets through joint ventures and our ongoing reliance on factual determinations, such as determinations
related to the valuation of our assets, further complicate the application of the REIT requirements. Furthermore, the
Internal Revenue Service, or IRS, could change tax laws and regulations or the courts may issue new rulings that
make it more difficult or impossible for us to maintain REIT status. We do not believe that any pending or proposed
law changes could change our REIT status. We cannot guarantee, however, that we will continue to be qualified
and taxed as a REIT because our qualification and taxation as a REIT will depend upon our ability to meet the
requirements imposed under the Internal Revenue Code of 1986, as amended, on an ongoing basis.

Risks Relating To Our Capital Stock

P.M. Capital Inc., a corporation controlled by Peter Munk, our chairman, maintains an ownership interest in
Trizec Canada Inc. by which Mr. Munk will control the election of members of our board of directors until
January 1, 2008.

Mr. Murk, our chairman and the chairman of Trizec Canada Inc., controls P.M. Capital Inc. P.M. Capital,
through its ownership of Trizec Canada Inc.'s multiple voting shares, has a majority of the votes in elections of
Trizec Canada Inc.'s board of directors and on other matters to be voted on by Trizec Canada shareholders. Trizec
Canada Inc., through its indirect ownership of our common stock and special voting stock, has a majority of the
votes in elections of our board of directors until January 1, 2008, provided that Trizec Canada Inc. or its subsidiaries
hold our special voting stock until such time. Mr. Munk's effective control of Trizec Canada Inc. will therefore
enable him to elect our entire board of directors. Although a nominating committee composed of independent
members of our board of directors nominates candidates for election to our board, until January 1, 2008, Mr. Munk
may exercise his control over us to elect alternative candidates. Additionally, as long as Mr. Munk has this right to
elect directors, he also has the power at any time, under Delaware law, to remove one or more directors.

Limitations on ownership of our capital stock by stockholders that are not qualifying “U.S. Persons” may
adversely affect the market price of our common stock.

Our certificate of incorporation contains an ownership limitation that is designed to enable us to qualify in
the future as a “domestically-controlled” REIT within the meaning of Section 897(h)(4)(B) of the Internal Revenue
Code of 1986, as amended. This limitation restricts any person that is not a qualifying “U.S. person” (as defined in
our certificate of incorporation) from beneficially owning our capital stock if that person's holdings, when
aggregated with shares of our capital stock beneficially owned by all other persons that are not qualifying “U.S.
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persons,” would exceed 45% by value of our issued and outstanding capital stock. Our certificate of incorporation
defines “U.S. Person” for this purpose as a person that falls within at least one of the following 16 categories:

a U.S. citizen;
a U.S. resident individual;
an S corporation;

a partnership, limited liability company (or other entity classified as a partnership for U.S. federal
income tax purposes) (a) that is created or organized in or under the laws of the United States or
any State or the District of Columbia and (b) at least 95% (by value) of the interest in which are
owned by U.S. Persons;

a corporation or business trust (or other entity classified as a corporation for United States federal
income tax purposes) (a) that is created or organized in or under the laws of the United States or
any State or the District of Columbia and (b) at least 95% (by value) of the shares, units or other
ownership interests in which are owned by U.S. Persons;

an estate if (a) its income is subject to U.S. tax regardless of source and (b) at least 95% of
amounts distributable by it are distributable to U.S. Persons;

a registered investment company (as defined in Section 851 of the Code) that is offered for sale
only in the United States;

a trust if (a) a court within the United States is able to exercise primary jurisdiction over its
administration, (b) one or more United States persons (as defined in Section 7701(a)(30) of the
Code) have the authority to control all substantial decisions of the trust, and (c) at least 95% of
amounts distributable by it are distributable to U.S. Persons;

a corporation, fund, foundation or other organization organized under the laws of the United States
or any State or the District of Columbia and that is generally exempt from tax therein and is
described in Section 501(c)(3) of the Code;

a legal person organized under the laws of the United States or any State or the District of
Columbia and that is generally exempt from tax therein and is established and maintained to
provide pensions or other similar benefits in connection with employment pursuant to a plan
(including, without limitation, (a) a trust described in Section 401(a) of the Code and (b) an
“eligible deferred compensation plan™ as defined in Section 457 of the Code in respect of which
the employer is a U.S. Person);

a simplified employee pension plan described in Section 408(k) of the Code, an individual
retirement account, an account described in Section 408(p) of the Code, an annuity plan described
in Section 403 of the Code, and any similar plan permitted under the Code in respect of individual
retirement benefits or similar benefits, provided that in each case at least 95% of all amounts
payable under such plan are payable to U.S. Persons;

a group trust in which assets of persons described in paragraph (10) or (11) above are pooled,

a Keough plan, provided that at least 95% of all amounts payable under such plan are payable to
U.S. Persons;

a governmental entity consisting of any of: (a) any governing body of the United States, or of a
political subdivision or local authority of the United States; (b) a person that is wholly owned,
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directly or indirectly, by the United States or a political subdivision or local authority of the
United States provided (1) it is created or organized in or under the laws of the United States, or of
any State or the District of Columbia, (ii) its earnings are credited to its own account with no
portion of its income inuring to the benefit of any private person, and (iii) its assets vest in the
United States or a political subdivision or local authority of the United States upon dissolution;
and (c) a pension trust or fund of a person described in subparagraph (a) or (b) that is created or
organized in or under the laws of the United States or of any State or of the District of Columbia
and that is constituted and operated exclusively to administer or provide pension benefits to
individuals in respect of services rendered to such person in the discharge of functions of a
governmental nature;

e a“‘common trust fund” as defined in Section 584 of the Code or separate account, respectively, (a)
established by a bank or insurance company, respectively, organized in the United States or under
the laws of the United States or any State or the District of Columbia and (b) at least 95% (by
value) of the interests in which are owned by U.S. Persons; or

e an investment club or similar entity (a) that is created or organized in or under the laws of the
United States or any State or the District of Columbia and (b) at least 95% (by value) of the
interests in which are owned by U.S. Persons.

As a result of our enforcement of this ownership limitation, persons other than qualifying U.S. Persons are
effectively excluded from the market for our common stock. Moreover, beneficial holders of 2% or more of our
outstanding stock are required to provide certain information to us on an ongoing basis in order to avoid the
presumption that such beneficial holder is not a qualifying U.S. Person. The inability of holders of our common
stock to sell their shares to persons other than qualifying U.S. Persons may adversely affect the market price of our
common stock.

Higher market interest rates may adversely affect the market price of our common stock.

One of the factors that investors may consider important in deciding whether to buy or sell shares of a
REIT is the dividend with respect to such REIT's shares as a percentage of the price of those shares, relative to
market interest rates. If market interest rates go up, prospective purchasers of shares of our common stock may
require a higher yield on our common stock. Higher market interest rates would not, however, result in more funds
for us to distribute and, to the contrary, would likely increase our borrowing costs and potentially decrease funds
available for distribution. Thus, higher market interest rates could adversely affect the market price of our common
stock.

The sale or availability for sale of approximately 60 million shares of our common stock owned indirectly by
Trizec Canada Inc. or shares of our common stock that may be issued hereafter could adversely affect the
market price of our common stock.

As a result of our 2002 corporate reorganization, approximately 60 million shares, or approximately 40% of
the outstanding shares of our common stock, are held by Trizec Canada Inc. through an indirect, wholly-owned
Hungarian subsidiary. Dispositions of this common stock may occur in the following circumstances:

e Trizec Canada Inc. shareholders will have the right to redeem their shares from time to time, and
Trizec Canada Inc. will have the option of satisfying these redemptions with shares of our common
stock held by the Hungarian subsidiary.

e Trizec Canada Inc. may cause the Hungarian subsidiary to dispose of some or all of the shares of our
common stock held by the Hungarian subsidiary at any time for any reason. In this regard, it should be
noted that it is expected that we will qualify as a “domestically-controlled” REIT in mid to late 2007,
at which time the Hungarian subsidiary could sell its shares of our common stock without incurring
U.S. federal income tax liability with respect to such stock.
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We may issue additional shares of our common stock:

e upon exercises of our stock options and warrants; and

e upon conversions of our Class F convertible stock (for additional information on the conversion of our
Class F convertible stock, see “Risk Factors—The issuance of additional shares of our common stock
pursuant to the terms of our Class F convertible stock may dilute your interest in our company and
adversely affect the market price of our common stock” below).

To permit market sales of our common stock in the circumstances described above, including by
subsequent holders, we have registered or agreed to register under the Securities Act of 1933, as amended, all of the
common stock described above.

In addition, Trizec Canada Inc.’s Hungarian subsidiary has pledged as collateral for secured credit
facilities of TrizecHahn Corporation a portion of the shares of our common stock that it holds, and in the event of a
default the pledgee under those facilities may realize on the pledge and sell the shares.

We cannot predict what effect, if any, market sales of shares of our common stock held indirectly by Trizec
Canada Inc. or issued upon exercises of our stock options or warrants or upon conversions of our Class F convertible
stock would have on the market price of our common stock. We are also unable to predict what effect, if any, the
availability of any of these shares for future sale may have on the market price of our common stock. Future sales of
substantial amounts of our common stock, or the perception that these sales could occur, may adversely affect the
market price of our common stock.

Limits on changes of control may discourage takeover attempts that may be beneficial to holders of our
common stock.

Provisions of our certificate of incorporation and bylaws, as well as provisions of the Internal Revenue
Code of 1986, as amended, and Delaware corporate law, may:

e delay or prevent a change of control over us or a tender offer for our common stock, even if those
actions might be beneficial to holders of our common stock; and

e limit our stockholders' opportunity to receive a potential premium for their shares of common stock
over then-prevailing market prices.

For example, primarily to facilitate the maintenance of our qualification as a REIT, our certificate of
incorporation generally prohibits ownership, directly or indirectly, by any single stockholder of more than 9.9% of
the value of outstanding shares of our capital stock. Our board of directors may modify or waive the application of
this ownership limit with respect to one or more persons if it receives a ruling from the Internal Revenue Service or
an opinion of counsel concluding that ownership in excess of this limit with respect to one or more persons will not
jeopardize our status as a REIT. The ownership limit, however, may nevertheless have the effect of inhibiting or
impeding a change of control over us or a tender offer for our common stock. Similarly, our certificate of
incorporation prohibits more than 45% of the value of our outstanding equity stock from being owned by
stockholders who are not qualifying U.S. Persons (as defined in our certificate of incorporation). This provision also
could inhibit change of control transactions or a tender offer for our common stock, as could the existence of our
Class F convertible stock. (For additional information on the conversion of our Class F convertible stock, see “Risk
Factors—The issuance of additional shares of our common stock pursuant to the terms of our Class F convertible
stock may dilute your interest in our company and adversely affect the market price of our common stock™ below).

Dividends payable on our special voting stock may decrease the amount of our dividends on our common
stock and there may be an increase in the amount of dividends on our special voting stock as a result of
anticipated changes in the U.S.-Hungary income tax treaty.

As a result of our 2002 corporate reorganization, Trizec Canada Inc. owns indirectly approximately 40% of

our common stock. Substantially all of the 40% interest is owned through an indirect, wholly-owned Hungarian
subsidiary and a small number of shares are owned through an indirect, wholly-owned Canadian subsidiary of
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Trizec Canada Inc. The Trizec Canada Inc. subsidiaries will be subject to taxes, expected to be only U.S. and
Hungarian cross-border withholding taxes, in respect of dividends paid by us to the Canadian subsidiary and the
Hungarian subsidiary and by the Hungarian subsidiary to the Canadian subsidiary.

The Hungarian subsidiary currently holds all of our special voting stock. As the holder of this stock, the
Hungarian subsidiary is entitled to dividends from us that, when aggregated with dividends received by the
Hungarian subsidiary on our common stock and after deducting related non-Canadian taxes, including the
withholding taxes described above, will equal the dividends received by our U.S. stockholders on our common stock
on a per share basis. Dividends on our special voting stock will be payable only in connection with common stock
dividends paid by us prior to December 2007.

The U.S.-Hungary income tax treaty generally provides for a reduced rate of U.S. cross-border withholding
taxes applicable to dividends paid by us to the Hungarian subsidiary. The income tax treaty is currently being
renegotiated. We expect that as a result of the renegotiation, the effective rate of U.S. and Hungarian cross-border
withholding taxes required to be paid on the aforementioned common stock and special voting stock ordinary
income dividends could increase from approximately 10% to approximately 30% (and possibly up to approximately
35% if Trizec Canada Inc. were not to restructure its Hungarian subsidiary). We do not presently know how long
the renegotiation process will take. If, however, an increased tax rate took effect at any time prior to the expiration
of the dividend right on our special voting stock, any dividends paid on our special voting stock would increase,
thereby decreasing the amount available for dividends on our common stock.

The issuance of additional shares of our common stock pursuant to the terms of our Class F convertible stock
may dilute your interest in our company and adversely affect the market price of our common stock.

In order that Trizec Canada Inc. and its subsidiaries, on the one hand, and our other stockholders, on the
other hand, will share ratably any FIRPTA tax, as described below, that Trizec Canada Inc. and its affiliates may
incur, we have issued all outstanding shares of our Class F convertible stock to the indirect, wholly-owned
Hungarian subsidiary of Trizec Canada Inc. Under the terms of the Class F convertible stock, this stock is
convertible into shares of our common stock if Trizec Canada Inc. or its affiliates or their subsidiaries incur FIRPTA
tax and any related costs, interest and penalties in connection with:

e the 2002 corporate reorganization; or
e specified future transactions or events that allow for the conversion of our Class F convertible stock
into common stock, including:

— dispositions of our common stock in connection with major corporate transactions or events, such
as mergers, requiring the approval of a specified portion of our common stockholders or the
tendering of a specified portion of our common stock to affect those transactions or events, and

— transactions or events during a specified period after the end of the five-year period ending in
2007, after which it is expected that we will qualify as a “domestically-controlled” REIT.

In general, a foreign corporation disposing of a U.S. real property interest, including shares of U.S.
corporations whose principal assets are U.S. real estate, is subject to a tax, known as FIRPTA tax, equal to 35% of
the gain recognized on the disposition of that property interest. If, however, the interest being disposed of is an
interest in a REIT that qualifies as a “domestically-controlled” REIT within the meaning of Section 897(h)(4)(B) of
the Internal Revenue Code of 1986, as amended, no FIRPTA tax is payable. We will qualify as a “domestically-
controlled” REIT only if less than 50% of our capital stock, by value, has been owned directly or indirectly by non-
U.S. persons during a continuous five-year period ending on the date of the disposition.

If Trizec Canada Inc. or its affiliates incur FIRPTA tax in connection with the circumstances discussed
above, our Class F convertible stock will be convertible into additional shares of our common stock in an amount
sufficient to fund the payment of the FIRPTA tax, plus reasonable costs and expenses in connection with the
payment of the tax. If we are required to issue additional shares of our common stock pursuant to the terms of our
Class F convertible stock, all shares of our common stock, including those held indirectly by Trizec Canada Inc.,
would suffer immediate dilution, which could be substantial. In addition, the sale of our common stock by Trizec
Canada Inc. or its subsidiaries to fund the payment of FIRPTA tax in the circumstances discussed above may
adversely affect the market price of our common stock. We do not believe that Trizec Canada Inc. and its affiliates
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should incur a material amount of FIRPTA tax in connection with any of the transfers made as part of our 2002
corporate reorganization. We cannot assure you, however, that no material amount of FIRPTA tax would be
payable.

We are not currently planning to undertake any transactions or events that would allow for the conversion
of our Class F convertible stock, including any transactions or events requiring the approval of a specified portion of
our common stockholders or the tendering of a specified portion of our common stock to affect those transactions or
events. We cannot assure you, however, that any of those transactions or events will not take place during the five-
year period required for our qualification as a “domestically-controlled” REIT. If any such transactions or events
were to take place at such time, Trizec Canada Inc. or its subsidiaries might incur at least some amount of FIRPTA
tax. Furthermore, the existence of our Class F convertible stock may have the effect of inhibiting or impeding a
change of control over us or a tender offer for our common stock.

Our certificate of incorporation and corporate policies are designed to enable us to qualify as a
“domestically-controlled” REIT after the end of the five-year period described above. Accordingly, we believe that
after the end of the five-year period required for our qualification as a “domestically-controlled” REIT, neither
Trizec Canada Inc. nor its subsidiaries should incur a material amount of FIRPTA tax under circumstances that
would allow the holder of our Class F convertible stock to exercise its conversion right. The ownership restrictions
relating to non-U.S. Persons in our certificate of incorporation are intended to prohibit ownership by persons if such
ownership would cause us to violate the requirements for being a “domestically-controlled” REIT. We believe these
provisions will be effective, although certainty in this regard is not possible. Legislative developments during the
relevant five-year qualification period could also affect our ability to qualify as a “domestically-controlled” REIT.
Therefore, we cannot assure you that we will become a “domestically-controlled” REIT as planned.

The reduction of the tax rate on certain dividends from non-REIT C corporations may adversely affect us
and our stockholders.

The maximum tax rate on certain corporate dividends received by individuals through December 31, 2008
has been reduced to 15%. This change has reduced substantially the so-called “double taxation” (that is, taxation at
both the corporate and shareholder levels) that had generally applied to non-REIT corporations but not to REITs.
REIT dividends are not eligible for the new, lower income tax rates, except in certain circumstances where the
dividends are attributable to income that has been subject to corporate-level tax. This legislation could cause
individual investors to view stock in non-REIT corporations that pay dividends as more attractive than stock in
REITs, which may negatively affect the value of our common stock. We cannot predict what effect, if any, the
reduction in the tax rate on certain non-REIT dividends may have on the value of our stock, either in terms of price
or relative to other potential investments.

Even if we qualify as a REIT, we are required to pay some taxes, which may result in less cash available for
distribution to stockholders.

Even if we qualify as a REIT for federal income tax purposes, we are required to pay some federal, state
and local taxes on our income and property. We were a “C” corporation prior to our first REIT year in 2001 and we
still own interests in appreciated assets that we held before the REIT conversion. If such appreciated property is sold
within the ten-year period following the REIT conversion, or prior to January 1, 2011, we generally will be subject
to tax at regular corporate rates on the built-in gain in that property at the time of the REIT conversion. The total
amount of gain on which we can be taxed is limited to the excess of the aggregate fair market value of our assets on
January 1, 2001 over the adjusted tax bases of those assets at that time. This tax could be material. As a result, we
might decide to seek to avoid a taxable disposition prior to January 1, 2011, of any significant asset owned by us at
the time of the REIT conversion. This could be true with respect to a particular disposition even if the potential
disposition would have been advantageous if it were not for the potential tax liability. We are not, however,
obligated to avoid dispositions of our built-in gain assets. We also may be subject to the “alternative minimum tax”
under some circumstances. If we are subject to tax due to the sale of a built-in gain asset, as described above, or are
subject to tax in certain other circumstances, a portion of the dividends paid by us to our stockholders who are taxed
as individuals during the following year may be subject to tax at reduced capital gain rates, rather than at ordinary
income rates.
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In addition, if we have net income from “prohibited transactions,” that income will be subject to a 100%
federal tax. In general, prohibited transactions are sales or other dispositions of property held primarily for sale to
customers in the ordinary course of business. The determination as to whether a particular sale is a prohibited
transaction depends on the facts and circumstances related to that sale. While we undertake sales of assets if those
assets become inconsistent with our long-term strategic or return objectives, we do not believe that those sales
should be considered prohibited transactions. There can be no assurance, however, that the IRS would not contend
otherwise. In addition, we may have to pay some state or local income taxes because not all states and localities
treat REITSs the same as they are treated for federal income tax purposes. Several of our corporate subsidiaries have
elected to be treated as “taxable REIT subsidiaries” for federal income tax purposes. A taxable REIT subsidiary is a
fully taxable corporation and is limited in its ability to deduct interest payments made to us. In addition, we will be
subject to a 100% penalty tax on some payments that we receive if the economic arrangements among our tenants,
our taxable REIT subsidiaries and us are not comparable to similar arrangements among unrelated parties. To the
extent that we, or any taxable REIT subsidiary, are required to pay federal, state or local taxes, we will have less
cash available for distribution to stockholders.

Item 2. Properties
Office Property Portfolio

The supply of, and demand for, office space affect the performance of our office property portfolio.
Macroeconomic conditions, such as current and expected economic trends, business and consumer confidence and
employment levels, drive this demand.

Over the next several years, we plan to continue to concentrate our capital on our core markets and to exit
selectively from investments in our secondary markets in an orderly fashion as we have done in the past. We expect
principally to redeploy proceeds from sales into debt repayment and investment in Class A office buildings in our
core markets. We consider Class A office buildings to be buildings that are professionally managed and maintained,
that attract high-quality tenants and command upper-tier rental rates and that are modern structures or have been
modernized to compete with newer buildings.

Geographic Diversity
Our geographically diversified asset base makes it more likely that we will be able to generate sustainable

cash flows throughout the various phases of economic cycles than if we were less diversified. The following table
summarizes the major city focus and geographic distribution of our office property portfolio at December 31, 2004,
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Office Portfolio Summary
(At December 31, 2004)

OWNED AREA @

Occupancy
Market at In-place
No. of Distribution December Gross Rent
Properties  000s sq. ft. % 31,2004 $ per sq. ft.?
Core Markets
Atlanta 5 3,481 10% 89.0% $ 2290
Chicago 4 2,434 7% 94.0% 27.80
Dallas 4 4,510 13% 85.2% 19.40
Houston 5 5,645 17% 84.4% 20.20
Los Angeles Area 5 3,684 11% 88.4% 26.70
New York Area 6 5,594 17% 96.8% 31.80
Washington, D.C. Area 18 4,444 13% 95.0% 27.20
Total Core Markets 47 29,792 88% 90.2% $ 2530
Secondary Markets
Charlotte 2 1,368 4% 94.4% S 19.20
Minneapolis 1 813 3% 67.3% 11.80
St. Louis 1 1,041 3% 87.1% 19.80
Tulsa 1 770 2% 78.4% 14.00
Total Secondary Markets 5 3,992 12% 83.9% § 17.50
Total Office Properties 52 33,784 100% 89.5% $ 2440
TOTAL AREA ©®
Occupancy
Market at In-place
No. of Distribution December Gross Rent
Properties  000s sq. ft. % 31,2004 $ per sq. ft.?
Consolidated Properties 45 30,288 81% 89.8% § 23.70
Unconsolidated JV
Properties © 7 7,020 19% 86.9% 30.80
Total Office Properties 52 37,308 100% 89.3% $ 2500

' For purposes of this table and elsewhere in this annual report on Form 10-K, “owned area” is the sum
of the total square footage of all of our consolidated properties and our pro rata share of the square
footage of our unconsolidated joint venture properties calculated based on our ownership interest in
such joint ventures. For example, if a joint venture property has 100,000 square feet of gross leasable
area and our interest in the joint venture is 50%, 50,000 square feet has been included in owned area.

@ Based on our owned area that is occupied. Represents average current in-place base rents, including
expense reimbursements. Excludes straight-line rent.

) For purposes of this table and elsewhere in this annual report on Form 10-K, “consolidated properties”
represents properties which are consolidated in accordance with U.S. GAAP. “Unconsolidated joint
venture properties” represents properties accounted for under the equity method of accounting. “Total
area” represents 100% of our unconsolidated joint venture properties and our consolidated properties
combined.

In 2004, based upon our total portfolio area, leases expired at an average gross rent of approximately
$23.22 per square foot and were generally being signed at an average gross rent per square foot of approximately
$21.81. Including our pro rata economic ownership interest in unconsolidated joint ventures, leases expired at an
average gross rent of approximately $23.06 per square foot and were generally being signed at an average gross rent
per square foot of approximately $21.55.
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Lease Profile

Over the next five years, beginning in 2005, scheduled lease expirations in our office portfolio average
approximately 9.7% annually on a consolidated basis.

Scheduled Annual Expirations of Office Leases”

) Expiring rental rates per square foot represent base rents at time of expiry plus current expense reimbursements and exclude straight-line rent,

Over the last three years, we have leased approximately 18.2 million square feet of new and renewal space,
based on our owned area. Occupancy for the entire portfolio based on owned area was approximately 89.5% at
December 31, 2004, up from approximately 86.6% at December 31, 2003.
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(At December 31, 2004)
2005 Expirations 2006 Expirations 2007 Expirations
000s 000s 000s
sq. ft. % $ psf Y%  sq.ft % $ psf %  sq.ft % S psf Yo
Core Markets
Atlanta 506 14.5% $21.50  153% 504 14.5%  $23.54 16.7% 499  143% $23.04 16.2%
Chicago 254 104% 28.09 11.2% 269 11.1% 21.35 9.0% 192 7.9% 25.56 7.7%
Dallas 352 7.8% 2198  10.4% 264 5.9% 18.90 6.7% 778  17.3% 18.79 19.6%
Houston 423 7.5% 21.53 9.5% 302 5.3% 20.34 6.4% 530 9.4% 19.70  10.9%
Los Angeles Area 222 6.0% 25.53 6.5% 589 16.0% 25.14 17.0% 197 5.3% 26.04 5.9%
New York Area 623 11.1% 28.87 10.4% 224 4.0% 36.59 5.1% 185 3.3% 34.19 3.7%
Washington, D.C. Area 632  14.2% 24.28 13.4% 282 6.3% 31.28 7.7% 692  15.6% 32,15 19.5%
Total Core Markets 3,012 10.1% $24.52  10.9% | 2,434 8.2%  $25.16 9.0% | 3,073 103% $2446 11.1%
Secondary Markets 372 93% 1645  104% | 444 11.1% 2322 17.6% | 260 65% 1560  6.9% |
Total — Owned Area 3384 10.0%  $23.63  10.8% | 2,878 8.5% $24.86 9.7% | 3,333 9.9% $23.77  10.7% |
Total — Consolidated
Properties 3,195 10.5%  $22.64  11.2% | 2,687 8.9% $24.42 10.2% | 3,037 10.0% $24.08 11.4%
Total — Unconsolidated
JV Properties 377 54%  $40.53 8.1% 387 5.5%  $31.06 6.4% 594 8.5%  $20.65 6.5%
Total Area 3,572 9.6%  $2453  10.5% | 3,074 82%  $25.25 9.3% | 3,631 9.7%  $23.52  10.3% |
2008 Expirations 2009 Expirations
000s 000s
sq. ft % $ psf %  sq. ft % $ psf Y%
Core Markets
Atlanta 338 9.7%  $23.31 11.1% 296 8.5% $21.74 9.1%
Chicago 143 5.9% 24.69 5.6% 26 1.1% 21.54 0.9%
Dallas 257 5.7% 21.82 7.5% 310 6.9% 21.43 8.9%
Houston 492 8.7% 2374 12.1% 223 4.0% 21.74 5.0%
Los Angeles Area 208 5.6% 24.47 5.9% 214 5.8% 2795 6.9%
New York Area 206 3.7% 41.53 5.0% | 1,163  20.8% 3329 22.5%
Washington, D.C. Area 576 13.0% 3172 16.0% 597  13.4% 27.86 14.5%
Total Core Markets 2,220 7.5%  $27.30 8.9% | 2,829 9.5%  $28.21 11.8%
Secondary Markets 435 10.9% 17.86  133% | 666 16.7% 12.87 14.6% |
Total - Owned Area 2,655 7.9%  $25.75 9.3% | 3495 103%  $25.29 12.0% |
Total - Consolidated
Properties 2,472 8.2% $24.92 9.6% | 3259 10.8%  $24.69 12.5%
Total - Unconsolidated
JV Properties 368 52% $37.04 7.3% 473 6.7%  $33.64 8.5%
Total Area 2,840 7.6%  $26.49 9.0% | 3,732 10.0%  $25.82 11.6% |



Tenant Diversity

Our diversified tenant base adds to the durability of our future cash flow. The following table summarizes
the breadth and diversity by industry of the approximately 2,000 tenants in the portfolio at December 31, 2004.

Industry % Owned Area
Banking/Securities Brokers 19%
Legal Services 13%
Oil & Gas 7%
Computers/Communications 7%
Miscellaneous Business Services 6%
Insurance/Non-Bank Financial 6%
Wholesalers/Retailers 5%
Engineering/Architectural Services 4%
Government 4%
Accounting 3%

This large tenant base and strong position in key markets allows us to take advantage of economies of scale
and drive internal growth in the areas of parking, telecommunications and antennas, specialty retail leasing, signage
and branding opportunities, energy and national purchasing contracts.

Our ten largest tenants accounted for approximately 21.6% of our gross rent revenue, excluding straight-
line rent adjustments for the year ended December 31, 2004. No single tenant accounted for more than
approximately 4.6% of our gross rent revenue, excluding straight-line rent adjustments for the year ended December
31, 2004. The following table sets forth information concerning our ten largest tenants at December 31, 2004.

% Rent

Top Ten Tenants by Rent Revenue Revenue” % Owned Area
Wachovia Securities Financial Holdings 4.6% 4.2%
The Goldman Sachs Group 2.7% 1.7%
Government Services Administration 2.5% 1.9%
Bank of America 2.1% 2.4%
Continental Airlines 2.0% 2.2%
Devon Energy Corporation 1.8% 1.7%
Ernst & Young 1.8% 1.1%
Fried, Frank, Harris 1.7% 1.0%
The Capital Group Corporation 1.3% 1.0%
JP Morgan Chase 1.1% 0.9%

Total Top Ten Tenants 21.6% 18.1%

W Represents base rent plus expense reimbursements and excludes straight-line rent.
Our Top Office Properties

The following table summarizes our top ten properties based on contribution to our rent revenue for the
year ended December 31, 2004. All of the properties in the table are 100% owned unless otherwise indicated.

28




Top Ten Properties by % Rent

Rental Revenue Contribution Revenue® % Owned Area
One New York Plaza New York, NY 8.3% 7.3%
Allen Center Houston, TX 7.4% 9.4%
The Grace Building (50%) New York, NY 4.1% 22%
Galleria Towers Dallas, TX 3.6% 4.2%
Emst & Young Plaza Los Angeles, CA 3.5% 3.7%
Renaissance Tower Dallas, TX 3.3% 5.2%
Newport Tower Jersey City, NJ 3.1% 3.1%
1411 Broadway (50%) New York, NY 3.0% 1.7%
Metropolitan Square St. Louis, MO 2.3% 3.1%
120 South Riverside Chicago, IL 2.2% 2.0%

Total Top Ten Properties 40.8% 41.9%

) Represents base rent plus expense reimbursements and includes straight-line rent.

Retail/Entertainment Properties

At December 31, 2003, we owned one retail/entertainment property, Hollywood & Highland in Los
Angeles, California, which is a 645,000-square-foot complex. We also developed a 640-room hotel as part of the
complex, which is being held in a joint venture that is consolidated in our financial statements as of December 31,
2003. The complex opened on November 8, 2001. The hotel opened on December 26, 2001. On February 27, 2004,
we sold the Hollywood & Highland complex for gross proceeds of approximately $201.0 million. In conjunction
with the sale, we paid off and retired approximately $214.1 million of mortgage debt related to the Hollywood &
Highland complex.

DESCRIPTION OF CERTAIN INDEBTEDNESS
Unsecured Credit Facility

We entered into a three-year, $350.0 million revolving credit facility (the “2001 Revolving Credit
Facility”) with a group of banks in the fourth quarter of 2001. In the fourth quarter of 2002, the group of banks
unanimously agreed to amend and restate the 2001 Revolving Credit Facility (the “2002 Revolving Credit Facility”).
Generally, in exchange for the receipt of collateral, the group of banks agreed to provide more flexible financial
covenants than had been originally negotiated. In June 2004, we retired the 2002 Revolving Credit Facility and
entered into a $750.0 million unsecured credit facility with a group of banks (the “2004 Unsecured Credit Facility™).
The 2004 Unsecured Credit Facility consists of a $600.0 million revolving component and a $150.0 million term
component, bears interest at LIBOR plus a spread of 1.15% to 2.0% based on our total leverage, and matures in June
2007. The 2004 Unsecured Credit Facility is available for our general corporate purposes, including dividends and
distributions to our stockholders, subject to certain restrictions on our making any such dividends or distributions.
Interest will be calculated periodically on the borrowings outstanding under the facility on a variable rate basis using
a spread over LIBOR. The spread will be dependent on our total leverage. In addition, we must pay to the lenders a
fee based on the unused portion of the credit facility.

The amount of the 2004 Unsecured Credit Facility available to be borrowed at any time is determined by
the encumbered properties we, or our subsidiaries that guarantee the credit facility, own that satisfy certain
conditions of eligible properties. These conditions are not uncommon for credit facilities of this nature. As of
December 31, 2004, the amount eligible to be borrowed was approximately $484.9 million, of which $150.0 million
was outstanding. During 2005, the amount available to be borrowed will likely fluctuate. The capacity under the
2004 Unsecured Credit Facility may decrease as we sell or place permanent debt on assets currently supporting the
facility. In addition, the capacity may decrease if assets no longer meet certain eligibility requirements. Likewise,
the capacity under the 2004 Unsecured Credit Facility may increase as certain assets become encumbered by the
facility or otherwise meet the eligibility requirements of the facility. During 2005, we expect the outstanding
balance to fluctuate. The outstanding balance will likely increase from time to time as we use funds from the facility
to meet a variety of liquidity requirements such as dividend payments, tenant installation costs, future tax payments
and acquisitions that may not be fully met through operations. Likewise, any outstanding balance may be reduced

29



as a result of proceeds generated from asset sales, secured borrowings, operating cash flow and other sources of
liquidity.

The financial covenants, as defined in the 2004 Unsecured Credit Facility, include the quarterly
requirements for the total leverage ratio not to exceed 65.0% during year one, 62.5% during year two and 60.0%
during year three; the requirement for the interest coverage ratio to be greater than 2.0 times; the requirement for the
fixed charge coverage ratio to be greater than 1.5 times; and the requirement for net worth to be in excess of $1.5
billion. The financial covenants also include a restriction on dividends or distributions of more than 90% of our
funds from operations (as defined in the 2004 Unsecured Credit Facility Agreement). If we are in default in respect
of our obligations under the 2004 Unsecured Credit Facility Agreement, dividends will be limited to the amount
necessary to maintain REIT status. We anticipated we would not meet all requirements with respect to the dividend
restriction covenant under the 2004 Unsecured Credit Facility Agreement for the nine months ended September 30,
2004 and the year ended December 31, 2004. As such, we requested and received a waiver from the lenders of the
2004 Unsecured Credit Facility which waives said requirements for such covenant for the nine months ended
September 30, 2004 and the year ended December 31, 2004. Other than noted, at December 31, 2004, we were in
compliance with these financial covenants. Certain conditions of the 2004 Unsecured Credit Facility may restrict
the amount eligible to be borrowed at any time.

TrizecHahn Office Properties Trust Commercial Mortgage Pass-Through Certificates

In May 2001, we refinanced approximately $1.16 billion of existing long-term debt through the private
placement issuance by a special-purpose vehicle created by one of our subsidiaries of approximately $1.44 billion of
commercial mortgage pass-through certificates. In July 2004, we paid off approximately $444.1 million of our
variable rate commercial mortgage pass-through certificates. This repayment removed encumbrances on seven
assets making up part of a cross-collateralized and cross-defaulted office property pool that secured the commercial
mortgage pass-through certificates. As of December 31, 2004, the balance of these certificates was approximately
$948.3 million. The certificates are backed by mortgages that secure non-recourse loans on 19 of our office
properties and have remaining maturities of four and seven years. At December 31, 2004, the weighted average
interest rate on this debt was approximately 6.61%.

One New York Plaza Trust Commercial Mortgage Pass-Through Certificates

In May 1999, we entered into a non-recourse acquisition loan in the amount of approximately $245.9
million to fund a portion of the purchase price for One New York Plaza. The loan is secured by a first mortgage on
the property, bears an interest rate of 7.27% and matures in May 2006, Subsequently, the loan was securitized
through the private issuance of approximately $245.9 million of commercial mortgage pass-through certificates.
The certificates are backed by the non-recourse mortgage loan on the property. At December 31, 2004,
approximately $232.1 million was outstanding under this facility.

Mortgage Debt and Other Loans

The following table sets forth information concerning mortgage debt and other loans as of December 31,
2004. The economic interest of our owning entity is 100% unless otherwise noted.
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Maturity Current Principal Term to

Property/(Ownership) Frv® Date Rate Balance Maturity
(At December 31, 2004) (8 000°s) (Years)
CMBS Transaction
Class A-2 F May-11 6.09% $ 59,154 6.4
Class A-3 FL v Mar-08 2.48% 91,884 32
Class A-3 F Mar-08 6.21% 78,900 3.2
Class A-4 F May-11 6.53% 240,600 6.4
Class B-3 FL v Mar-08 2.63% 16,886 32
Class B-3 F Mar-08 6.36% 14,500 3.2
Class B-4 F May-11 6.72% 47,000 6.4
Class C-3 F Mar-08 6.52% 101,400 32
Class C4 F May-11 6.89% 45,600 6.4
Class D-3 F Mar-08 6.94% 106,100 32
Class D4 F May-11 7.28% 40,700 6.4
Class E-3 F Mar-08 7.25% 73,300 3.2
Class E-4 F May-11 7.60% 32,300 6.4
Pre-swap: 6.21% 3 948,324 4.8
Post-swap: @ 661% % 948,324 4.8
Renaissance Tower F Jan-10 4.98% $ 92,000 5.0
Emst & Young Plaza F Feb-14 5.07% 118,617 9.1
One New York Plaza F May-06 727% 232,119 1.3
2000 L Street, N.'W. F Aug-07 6.26% 56,100 2.6
Watergate Office Building F Feb-07 8.02% 16,915 2.1
1400 K Street, N.W. F May-06 7.20% 21,246 1.3
Bethesda Crescent F Jan-08 7.10% 32,454 3.0
Bethesda Crescent F Jan-08 6.70% 2,689 3.0
Twinbrook Metro Plaza F Sep-08 6.65% 16,289 37
Two Ballston Plaza F Jun-08 6.91% 26,413 34
Sunrise Tech Park F Jan-06 6.75% 22,806 1.0
Metropolitan Square F Jan-08 7.05% 83,035 3.0
Bank of America Plaza (Los Angeles) F Sep-14 5.31% 242,000 9.7
2001 M Street (98%)“ F Dec-14 5.25% 44,500 10.0
One Alliance Center F Jul-13 4.78% 68,548 8.5
Unsecured Credit Facility v Jun-07 4.76% 150,000 25
Other — Fixed F Various 6.43% 457227 2.3
Total Consolidated Debt 6.21% § 2,219,282 5.0
Bank One Center (50%) v Dec-05 4.52% $ 54,495 0.9
Marina Towers (50%) F Aug-07 7.92% 15,121 2.6
The Grace Building (50%) F Jul-14 5.54% 190,119 9.5
1411 Broadway (50%) F Jul-14 5.50% 109,281 9.5
1460 Broadway (50%) v May-05 3.81% 12,475 0.4
Waterview (25%) \% Sept-05 6.25% 4,669 0.7
Plaza of the Americas (50%) F Jul-11 5.12% 34,000 6.5
Unconsolidated Real Estate Joint Venture Mortgage Debt 5.41% $ 420,160 7.5

) The economic interest of our owning entity in the associated asset is 100% unless otherwise noted.

@ «P” refers to fixed rate debt, “V” refers to variable rate debt. References to “V™ represent the underlying loan, some of which
have been fixed through hedging instruments.

© $108.8 million of the seven-year floating rate tranche of the CMBS loan has been swapped from one-month LIBOR
plus various spreads to 5.99% fixed rate.

@ Consolidated entity.

®  Reflects notional allocation of $41.2 million of the floating rate unsecured credit facility debt that has been swapped
from one-month LIBOR plus spread to 7.12% fixed rate.
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PROPERTY PORTFOLIO
U.S. Office Properties
Operating Properties

The following table sets forth key information as of December 31, 2004 with respect to our operating U.S.
office properties. The economic interest of our owning entity is 100% unless otherwise noted. The total occupancy
rates for the markets and portfolio as a whole in the table are weighted based on owned area.

Year of Owned Occupancy
completion/ Total area area weighted on
Name (Ownership)" Location renovation (sq. ft.) (sq. ft.) owned area @
Core Markets
Atlanta
Interstate North Parkway Atlanta, GA 1973/84/01 955,000 955,000 93.3%
Colony Square Atlanta, GA 1970/73/95 837,000 837,000 83.7%
The Palisades Atlanta, GA 1981/83/99 627,000 627,000 86.1%
One Alliance Center Atlanta, GA 2001 558,000 558,000 99.9%
Midtown Plaza Atlanta, GA 1984/85 504,000 504,000 81.4%
Total — Atlanta (5 properties) 3,481,000 3,481,000 89.0%
Chicago
Two North LaSalle Chicago, IL 1979/00 692,000 692,000 94.5%
10 South Riverside Chicago, IL 1965/99 685,000 685,000 87.9%
120 South Riverside Chicago, IL 1967/99 685,000 685,000 98.7%
550 West Washington Chicago, IL 2000 372,000 372,000 95.7%
Total — Chicago (4 properties) 2,434,000 2,434,000 94.0%
Dallas
Renaissance Tower Dallas, TX 1974/92 1,739,000 1,739,000 83.7%
Bank One Center (50%) Dallas, TX 1987 1,531,000 765,000 81.2%
Galleria Towers I, II and III Dallas, TX 1982/85/91 1,418,000 1,418,000 95.5%
Plaza of the Americas (50%) Dallas, TX 1980 1,176,000 588,000 69.6%
Total — Dallas (4 properties) 5,864,000 4,510,000 85.2%
Houston
Allen Center Houston, TX 1972/78/80/95 3,184,000 3,184,000 87.6%
Cullen Center
Continental Center I Houston, TX 1984 1,098,000 1,098,000 80.9%
Continental Center 11 Houston, TX 1971 449,000 449,000 88.8%
Kellogg Brown & Root Tower (50%) Houston, TX 1978 1,048,000 524,000 87.6%
500 Jefferson Houston, TX 1962/83 390,000 390,000 58.2%
Total — Houston (5 properties) 6,169,000 5,645,000 84.4%
Los Angeles Area
Bank of America Plaza Los Angeles, CA 1974 1,422,000 1,422,000 90.8%
Ernst & Young Plaza Los Angeles, CA 1985 1,245,000 1,245,000 89.6%
Marina Towers (50%) Los Angeles, CA 1971/76 381,000 191,000 79.9%
Landmark Square Long Beach, CA 1991 443,000 443,000 85.2%
Shoreline Square Long Beach, CA 1988 383,000 383,000 83.6%
Total — Los Angeles Area (5 properties) 3,874,000 3,684,000 88.4%
New York Area
One New York Plaza New York, NY 1970/95 2,458,000 2,458,000 99.6%
The Grace Building (50%) New York, NY 1971/02 1,518,000 758,000 99.4%
1411 Broadway (50%) New York, NY 1970 1,151,000 574,000 95.2%
1065 Ave. of the Americas (99%) New York, NY 1958 665,000 659,000 81.8%
1460 Broadway (50%) New York, NY 1951/00 215,000 107,000 100.0%
Newport Tower Jersey City, NJ 1990 1,038,000 1,038,000 98.5%
Total ~ New York Area (6 properties) 7,045,000 5,594,000 96.8%
Washington, D.C. Area
2000 L Street, N.W. Washington, D.C. 1968/98 383,000 383,000 95.5%
Watergate Office Building Washington, D.C. 1965/91 261,000 261,000 96.6%
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During the period from May 8, 2002 to December 31, 2004, 1,200,237 shares of our common stock
registered under the Registration Statement were acquired pursuant to the exercise of warrants. All of the shares of
common stock were issued or sold by us and there were no selling stockholders in the offering.

During the period from May 8§, 2002 to December 31, 2004, the aggregate net proceeds from the shares of
common stock issued or sold by us pursuant to the offering upon exercise of the warrants were approximately
$834,649. There have been no expenses incurred in connection with the offering to date. These proceeds were used
for general corporate purposes.

None of the proceeds from the offering were paid, directly or indirectly, to any of our officers or directors
or any of their associates, or to any persons owning ten percent or more of our outstanding common stock or to any
of our affiliates.

Item 6. Selected Financial Data

The following financial data is derived from our audited consolidated financial statements. The financial
data set forth below should be read in conjunction with “Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and our consolidated financial statements and notes thereto
appearing elsewhere in this annual report on Form 10-K.

As described in Note 1 to our consolidated financial statements, the following financial statements include,
on a consolidated basis (as of December 31, 2004, 2003, and 2002 and for the years ended December 31, 2004 and
2003) and a combined consolidated basis (as of December 31, 2001 and 2000 and for the years ended December 31,
2002, 2001, and 2000), the U.S. assets of TrizecHahn Corporation, substantially all of which are owned and
operated by Trizec Properties and Trizec R&E Holdings, LLC (“TREHI”, formerly known as Trizec R&E Holdings,
Inc. and TrizecHahn Developments Inc.), TrizecHahn’s two primary U.S. operating and development companies
prior to March 14, 2002. Prior to March 14, 2002, TREHI was a wholly-owned subsidiary of TrizecHahn.
Accordingly, the organization presented in the following financial statements was not a legal entity for all periods
presented.

Certain reclassifications have been made to 2003, 2002, 2001 and 2000 amounts to conform to the 2004

presentation. These reclassifications primarily related to reclassifications of previously issued operating results of
discontinued operations in accordance with SFAS No. 144,
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For the years ended December 31

2004 2003 2002 2001 2000
(in millions)
Operating Data:
Revenues:
Rentals and recoveries from tenants ............... 599.0 $ 600.6 $ 6087 % 5899 § 596.8
Total revenue .........ccoveerveeiiccrrccccecene 712.1 711.5 721.9 718.3 718.4
Expenses:
Operating expenses and property taxes........... 322.0 3404 330.6 305.6 301.4
General and administrative, exclusive of
stock option grant eXPense.......ccccveeerrveerrennes 384 393 449 259 18.4
Depreciation and amortization 145.3 136.0 130.3 116.7 131.1
Stock option grant €Xpense .........cccocereerveinnnens 1.3 1.1 52 - -
Reorganization (recovery) CostS.........cvevrrnnne. - - (3.3) 15.9 6.7
Provision for loss on real estate..............c.c.c... 12.7 - - 70.3 3.7
Loss on and provision for loss on investment 14.6 15.5 60.8 15.4 -
Total eXpenses ........ccoveeervvviiniciiirciivcas 5343 5323 568.5 549.8 461.3
Operating iNCOME ......ccoovvieevieierierecee e 177.8 179.2 1534 168.5 257.1
Other income (expense):
Interest and other income...........ccccvevinennnne 5.4 7.4 6.1 14.0 7.9
Foreign currency exchange gain ............c........ 33 - - -
(Loss) gain on early debt retirement ............... (7.0) 23 - (17.4) (1.5)
Recovery on insurance claims...........cccooceeueneee 0.7 6.7 3.8 - -
INLerest EXPenSe....cccoerrirrereerrererverereererenrinnens (146.6) (150.6) (150.9) (118.3) (233.7)
Derivative gain.......... 1.1 - - - -
Lawsuit settlement ........... 37 26.7 - - -
Total other eXpense.......ccccovvevereierrecrnncans (139.4) (107.5) (141.0) (121.7) (227.3)
Income before income taxes, minority
interest, income from unconsolidated real
estate joint ventures, discontinued
operations, gain (loss) on disposition of
real estate, net, and cumulative effect of a
change in accounting principle ................... 384 71.7 12.4 46.8 29.8
(Provision) benefit for income and other
COIPOrate taxes, NEt.......coeovererenrervererreieiences “#4 41.8 4.9) (13.0) 2533
Minority interest.......c.cooooveveiveiinieniicee s (1.8) (1.6) 1.8 0.4 0.6
Income from unconsolidated real estate joint
ventures including provision for loss on
investment ($58.9 and $46.9 for 2002 and
2001, respectively) .cooeeiviee e 15.2 23.3 (47.6) (34.0) 19.4
Income (loss) from continuing operations ..... 47.4 135.2 (38.3) 0.2 303.1
Income from discontinued operations (net of
provision for loss on discontinued real estate
0f $109.0, $18.2, and $209.2 for 2004, 2003,
and 2002, respectively) .....cocvviveicnerenieiiennes (79.0) 2.3 (167.3) (146.0) 43.0
Gain on disposition of discontinued real estate,
TLEL .o ereieticer ettt e 1255 58.8 147 - -
Income (loss) before gain (loss) on
disposition of real estate, net, and
cumulative effect of a change in
accounting principle..................c. 939 196.3 (190.9) (145.8) 346.1
Gain (loss) on disposition of real estate, net...... 7.4 113 3.0 2.1 36.9
Cumulative effect of a change in accounting
PrINCIPIE oo - (3.8) - (4.6) -
Net income (10SS).......ccccvvvervireeiininineciininenrns 101.3 203.8 (187.9) (152.5) 383.0
Special voting and Class F convertible
stockholders’ dividends ........c.cooviciineinnne. 4.8) (5.2) 0.9 - -
Net income (loss) available to common
stockholders............ccoceiiivrinviiriiie e 96.5 8§ 198.6 $ (188.8) § (152.5)  § 383.0
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For the years ended December 31

2004 2003 2002 2001 2000
Pro forma "
Income (loss) from continuing operations
available to common stockholders per
share
0.33 $« 094 3 (0.24) $ 0.01) $ 227
0.33 $ 094 % (0.24) $ (0.01) § 2.25
Income (loss) available to common
stockholders per share
BasiCu.inviirceerere e $ 064 § 1.32 $ (1.26) 3 (1.02) $ 2.56
Diluted ..o $ 0.63 b 1.32 $ (1.26) 3 (1.02) $ 253
Weighted average shares outstanding
BESIC. v evee e ereeee oo eeeeeeeee s ees s 151,596,514 150,005,663 149,477,187  149,849246 149,849,246
Diluted .o 153,109,854 150,453,281 149,477,187 149,849,246 151,365,979
For the years ended December 31
2004 2003 2002 2001 2000
(in millions)
Balance Sheet Data (at end of period):
Real estate, net of accumulated depreciation ................ $ 3,721.1 § 42733 § 47908 $§ 4,9295 § 4,546.6
Cash and cash equivalents..........cc.ooiveriincciii e 194.3 129.3 62.3 2974 70.2
Investment in unconsolidated real estate joint ventures 119.6 231.2 220.6 289.2 384.0
TOtAl BSSELS.....iiveeeeiiiiiee ettt 4,525.4 5,126.7 5,546 .4 6,065.5 5,531.7
Total debt.....iiiiicrceece e e 2,2193 2,867.0 3,345.2 3,017.8 2,3269
Total liabilities ............... 2,558.5 3,161.2 3,668.1 3,630.1 2,884.9
Stockholders’ equity 1,959.4 1,965.5 1,878.3 2,4354 2,646.8
Cash Flow Information:
Cash provided by operating activities .......c..occovvrernnen. $ 2887 $ 2497 § 2131 § 46295 % 113.1
Cash provided by (used in) investing activities............. § 5361 $ 4121 § (174) § (597.0) $ (52.7)
Cash (used in) provided by financing activities ............ $ (759.8) § (594.7) $§ (4309 $ 3613 % (70.6)
Other Data:
Number of office properties .........c..cooeevernceiricirrieccnn 52 64 72 76 77
Net rentable square feet of office properties (in
MIITIONS) .ot 373 425 48.6 48.9 49.8
Occupancy of office properties weighted on owned
Y SO OO VSOOI PORUUSPTIN 89.5% 86.6% 89.0% 94.3% 94.2%
Dividends per share @, $ 0.80 % 080 $ 026 $ - $ -
Funds from operations @ ... $ 1418 $ 3344 § (161) $ 290 $ 5080
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W Prior to the corporate reorganization, Trizec Properties was an indirect wholly-owned subsidiary of TrizecHahn.
Accordingly, share and per share information for periods prior to the corporate reorganization have been presented based
on the number of shares and the dilutive impact of options and warrants outstanding on May 8, 2002, the date our common
stock commenced regular trading. This share and per share information is referred to as pro forma.

@ Funds from operations is a non-GAAP financial measure and the most directly comparable GAAP measure to funds from
operations is net income (loss) available to common stockholders. Funds from operations is defined by the Board of
Governors of the National Association of Real Estate Investment Trusts, or NAREIT, as net income, computed in
accordance with accounting principles generally accepted in the United States, or GAAP, excluding gains or losses from
sales of properties and cumulative effect of a change in accounting principle, plus real estate related depreciation and
amortization, and after adjustments for unconsolidated partnerships and joint ventures. Adjustments for unconsolidated
partnerships and joint ventures are calculated to reflect funds from operations on the same basis. Effective as of the fourth
quarter of 2003, we adopted the NAREIT calculation of funds from operations. Prior to our adoption of the NAREIT
methodology for calculating funds from operations, we historically excluded certain items in calculating funds from
operations, such as gain on lawsuit settlement, gain on early debt retirement, minority interest, recovery on insurance
claims, effects of provision for loss on real estate and loss on and provision for loss on investments, net of the tax benefit,
that are required to be factored into the calculation of funds from operations under the NAREIT methodology. The
historical calculations of funds from operations have been revised in accordance with the NAREIT calculation.

We believe that funds from operations is helpful to investors as one of several measures of the performance of an equity
REIT. We further believe that by excluding the effect of depreciation, amortization and gains or losses from sales of real
estate, all of which are based on historical costs and which may be of limited relevance in evaluating current performance,
funds from operations can facilitate comparisons of operating performance between periods and between other equity
REITS. Investors should review funds from operations, along with GAAP net income and cash flow from operating
activities, investing activities and financing activities, when trying to understand an equity REIT’s operating performance.
As discussed above, we compute funds from operations in accordance with current standards established by NAREIT,
which may not be comparable to funds from operations reported by other REITs that do not define the term in accordance
with the current NAREIT definition or that interpret the current NAREIT definition differently than we do. While funds
from operations is a relevant and widely used measure of operating performance of equity REITs, it does not represent cash
generated from operating activities in accordance with GAAP, nor does it represent cash available to pay distributions and
should not be considered as an alternative to net income, determined in accordance with GAAP, as an indication of our
financial performance, or to cash flow from operating activities, determined in accordance with GAAP, as a measure of our
liquidity, nor is it indicative of funds available to fund our cash needs, including our ability to make cash distributions.

® " During the years ended December 31, 2004 and 2003, we declared four quarterly dividends of $0.20 per common share. In
2002, subsequent to the corporate reorganization, we declared and paid three quarterly dividends of $0.0875 per common
share. Information regarding periods prior to the corporate reorganization has not been provided as the dividends were paid
to our parent company.

@ The following table sets forth the reconciliation of funds from operations to net income available to common stockholders:

For the years ended December 31

2004 2003 2002 2001 2000

Net income (loss) available to common

stockholders............cccooooevininnniiicicn § 96,489 § 198,527 $(188,783) $(152,491) $382,996
Add/(deduct):
(Gain) loss on disposition of real estate, net.... (7,358) (11,351) (2,996) 2,053 (36,862)
Gain on disposition of discontinued real

ESLALE, N ..oovviuiiieieic ettt aenns (125,508) (58,834) (14,716) - -
Gain on disposition of real estate from

unconsolidated real estate joint ventures ..... (704) (230) - - -
Depreciation and amortization (real estate

related) including share of unconsolidated

real estate joint ventures and discontinued

OPETALIONIS ...evveerieeieee et eiie e nen e eenas 178,847 202,490 190,397 174,850 161,841
Cumulative effect of a change in accounting

PINCIPIE oo - 3,845 - 4,631 -
Funds from operations available to

common stockholders ............................... $141,766  § 334447 § (16,098) § 29,043  $507,975
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

In Item 7, the terms “we”, “us”, “our” and “our company” refer to Trizec Properties, Inc. as of December
31, 2004, 2003, and 2002 and for the years ended December 31, 2004 and 2003, and to the combined operations of
all of the former U.S. holdings of our former parent company, TrizecHahn Corporation (currently an indirect,
wholly-owned subsidiary of Trizec Canada), substantially all of which are owned and operated by Trizec
Properties, Inc., Trizec R&E Holdings, LLC. (formerly known as Trizec R&E Holdings, Inc. and TrizecHahn
Developments Inc.) and their respective consolidated subsidiaries for the year ended December 31, 2002. On
March 14, 2002, Trizec R&E Holdings LLC was contributed to Trizec Properties, Inc.

The following discussion should be read in cownjunction with “Forward-Looking Statements” and the
combined consolidated financial statements and the notes thereto that appear elsewhere in this Form 10-K. The
following discussion may contain forward-looking statements within the meaning of the securities laws. Actual
results could differ materially from those projected in such statements as a result of certain factors set forth in this
Form 10-K for the year ended December 31, 2004.

Overview

We are one of the largest fully integrated and self-managed, publicly traded real estate investment trusts, or
REITs, in the United States. We are engaged in owning and managing office properties in the United States. At
December 31, 2004, we had total assets of approximately $4.5 billion and owned interests in and managed 52 U.S.
office properties containing approximately 37.3 million square feet, or approximately 33.8 million square feet based
on our pro rata economic ownership interest in unconsolidated real estate joint ventures. Our office properties are
concentrated in seven core markets in the United States located in the following major metropolitan areas: Atlanta;
Chicago; Dallas; Houston; Los Angeles; New York; and Washington, D.C.

We were launched as a publicly traded U.S. office REIT in May 2002, as part of the reorganization of
Canadian-based TrizecHahn Corporation. Concurrent with the reorganization, Trizec Canada Inc., a Canadian
company that holds approximately 40 percent of our common stock, was established. This ownership structure
enables non-U.S. investors to invest in us through Trizec Canada.

On December 22, 2004, we completed the reorganization of our operating structure by converting to an
umbrella partnership real estate investment trust, or UPREIT, structure (the “UPREIT Conversion™”). In connection
with the UPREIT Conversion, we formed a new operating entity, Trizec Holdings Operating LLC, a Delaware
limited liability company (the “Operating Company™), and entered into a contribution agreement and an assignment
and assumption agreement with the Operating Company pursuant to which we contributed substantially all of our
assets to the Operating Company in exchange for (a) a combination of common units, special voting units and Series
F convertible units of limited liability company interest in the Operating Company and (b) the assumption by the
Operating Company of substantially all of our liabilities. We now conduct and intend to continue to conduct our
business, and own and intend to continue to own substantially all of our assets, through the Operating Company. As
the sole managing member of the Operating Company, we generally have the exclusive power under the limited
liability company agreement to manage and conduct the business of the Operating Company, subject to certain
limited approval and voting rights of the other members that may be admitted in the future. Currently, the Operating
Company is wholly owned by us.

Our overall goal is to increase stockholder value by creating sustained growth in operating cash flow and
by maximizing the value of our assets. We believe we can accomplish this using the following strategies:

intensively leasing and managing our properties to maximize property operations;
vigorously engaging in asset management to enhance the value of our properties;
actively managing our portfolio to maximize total value of our properties;
improving the efficiency and productivity of our operations; and

maintaining a prudent and flexible capital plan.
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By intensively leasing and managing our properties, we seek to maximize property operations by increasing
occupancy, achieving the highest possible rent levels, controlling operating and tenant improvements costs, and
profiting from the delivery of certain tenant services.

Our asset management strategy is to invest capital in our existing portfolio to increase its value and
marketability. We engage in such activities as renovating and upgrading office properties.

Job growth is the single most significant factor in the demand for more office space, and has a direct impact
on our ability to do business profitably. Therefore, our portfolio strategy is to invest in office properties primarily in
major metropolitan areas — and submarkets within those markets — that have historically demonstrated high job
growth. As we continue to review emerging job trends and other economic trends, market-by-market, we believe
we are positioned to reduce or increase our presence in some markets, and enter others that we believe have strong
long-term potential. While we are focused on investing in office properties in a relatively small number of core
markets, we maintain a national presence that we believe helps to insulate us from regional economic downturns and
we maintain a diverse tenant base that reduces the impact of cyclical downturns in particular industries.

The careful control of property operating expenses, as well as general and administrative expenses, are key
components in our efforts to maximize operating cash flow. Following our launch in 2002, we centralized several
corporate functions. We continue to seek ways to generate general and administrative expense savings over time.

We seek to maximize our cash flow growth, and therefore maximize the return on our capital. In keeping
with that, our capital strategy is to effectively manage both our cash on hand and line(s) of credit, employ an
appropriate degree of leverage, and limit our exposure to interest rate volatility by obtaining fixed-rate debt and
employing hedging strategies.

In the past, we have raised capital through a variety of methods in addition to obtaining secured debt.
These methods have included selling assets or entering into joint ventures or partnerships with equity providers. We
may employ any of these methods in the future, along with other strategies, such as issuing debt or equity securities
and unsecured debt.

2004 Accomplishments

During the year ended December 31, 2004, we completed the following key transactions:

e In January 2004, we refinanced a $120.0 million mortgage on the Ernst & Young Plaza in Los Angeles,
California. The new 10-year term mortgage has a fixed interest rate of 5.07%. The financing proceeds were
used to repay the existing $120.0 million variable rate mortgage that had a maturity date of June 2004.

e In February 2004, we paid off and retired the mortgage loan on Galleria Towers, an office complex located in
Dallas, Texas. The mortgage had a principal balance of approximately $133.5 million, bore interest at a fixed
rate of 6.79% and was scheduled to mature in May 2004,

e In April 2004, we reduced our ownership stake in the Waterview development project, located in Arlington,
Virginia, to 25%. We had an 80% interest in the joint venture that previously owned the development project.
The new joint venture entity that will now develop the mixed-use complex is owned 50% by CIM Group’s CIM
Urban Real Estate Fund, while JBG and our company will own 25% each.

¢ In May 2004, we contributed ownership of Plaza of the Americas, located in Dallas, Texas, to a new joint
venture that is controlled 50%/50% by us and Dallas Plaza, L.P. We will continue to lease and manage the
property on behalf of the new partnership.

e In June 2004, we entered into a $750.0 million unsecured credit facility consisting of a $600.0 million revolving

component and a $150.0 million term component. The unsecured credit facility requires interest only payments,
with the interest rate established on a scale based upon the level of our total leverage. The unsecured credit
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facility replaced a $350.0 million secured credit facility and enabled us to remove encumbrances on nine assets
that had served as collateral under the secured credit facility.

In June 2004, we completed $600.0 million of non-recourse refinancings on two midtown Manhattan office
properties owned jointly with San Francisco-based Swig Company- The Grace Building at 1114 Avenue of the
Americas and The World Apparel Center at 1411 Broadway. The two ten year loans carry an average fixed
interest face-rate of 5.52% and replaced a 7.5% cross-collateralized loan totaling approximately $207.0 million.

In June 2004, we repaid the mortgage loan on 1065 Avenue of the Americas, a property located in New York,
New York. The mortgage loan had a principal balance of approximately $36.5 million, bore interest at a fixed
rate of 7.18% and was scheduled to mature in December 2004.

In June 2004, we established a dividend reinvestment and stock purchase plan through which shares of our
common stock may be offered.

In July 2004, we paid down approximately $444.1 million of our varable interest rate commercial mortgage
pass through certificates primarily by drawing on our $750.0 million unsecured credit facility. This repayment
removed encumbrances on seven assets making up part of a cross-collateralized and cross-defaulted office
property pool that secured the five loans.

In July 2004, we paid off and retired the mortgage loan on Newport Tower, a property located in Jersey City,
New Jersey. The mortgage loan had a principal balance of approximately $102.8 million, bore interest at a
fixed rate of 7.09% and was scheduled to mature in November 2004.

In August 2004, we acquired Bank of America Plaza, located at 333 South Hope Street, Los Angeles,
California, for a net purchase price of approximately $420.7 million. Bank of America Plaza is a 55-story, 1.4
million square foot Class A office building situated on a 4.2 acre site in the Bunker Hill area of downtown Los
Angeles. In conjunction with this acquisition, we entered into two non-recourse mortgage loans totaling
approximately $242.0 million, bearing interest at an average fixed rate of 5.31% and scheduled to mature in
September 2014,

In October 2004, we announced that the Corporate Executive Board Company will lease the entire office tower
at the Waterview mixed-use project in Arlington, Virginia.

In November 2004, we acquired an interest in an entity that owns 2001 M Street, located in Washington, D.C,,
valued at approximately $75.6 million.

In December 2004, we completed our reorganization of our operating structure by converting to what is
commonly referred to as an umbrella partnership real estate investment trust, or UPREIT structure.

During the year ended December 31, 2004, we sold an additional fifteen office properties, two
retail/entertainment properties and three land parcels for an aggregate net sales price of approximately $912.1
million.

Current Economic Conditions and Outlook

As indicated above, job growth has a significant and direct impact on our business. We therefore look to

indications of economic growth, and by correlation, resulting job growth, in developing our current strategies and
future outlook. Although the overall economy improved during 2004 compared to 2003, it has not produced enough
office job growth to put office landlords in a more profitable leasing position.

The Bureau of Labor Statistics reported that 2.2 million jobs were created in 2004. This compares

favorably to the less than 100,000 jobs created in 2003. The most recent report showed 146,000 new jobs being
created during the month of January 2005, resulting in employment levels reaching the highest level since 2000.
Another bright spot is that there appears to be positive influences on future job growth with the news that
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productivity growth slowed sharply in the fourth quarter of 2004. This suggests that further economic growth will
necessitate the hiring of more workers as existing employee productivity has peaked.

This outlook for stronger employment growth is certainly a positive indicator, and while the past few years
have been difficult for the office market, it appears to us that the bottom of this real estate cycle was reached in
2004.

According to Cushman & Wakefield (“C&W™), overall and direct vacancy rates in the United States both
experienced further declines during the fourth quarter. For the year, overall vacancy rates, which includes sublease
space, declined by 1.4 percentage points and direct vacancy rates declined by 0.5 points, marking the first year-over-
year decline in overall office vacancy since 2000. At December 31, 2004, occupancy of our total portfolio was
approximately 89.3% compared to approximately 86.8% at December 31, 2003, a modest increase of approximately
2.5%. Driving these trends are improving net absorption levels. C&W reports that overall absorption in the United
States, including sublease space, for 2004 was 38 million square feet. This was a significant improvement over the
3.6 million square feet of overall absorption recorded in the prior year. Direct absorption for the year was
approximately 22 million square feet, compared to negative 15 million square feet in 2003. During the year ended
December 31, 2004, we leased and released approximately 5.9 million square feet at an average rental rate of
approximately $21.81 per square foot, while experiencing expiring leases of approximately 5.3 million square feet at
approximately $23.22 per square foot. This compares favorably to the year ended December 31, 2003, during
which we leased or released approximately 6.9 million square feet, while experiencing expiring leases of
approximately 8.1 million square feet.

While office market conditions are generally showing signs of continued improvement, it is still in the
beginning stage of its recovery. Until we see a complete or near complete recovery, we believe that the leasing
environment will remain challenging as landlords continue to compete very aggressively for tenants. Tenants
continue to take advantage of the current market conditions to renew early, while landlords continue to struggle with
the amount of capital required to attract new tenants or even in some circumstances maintain their current tenant
base. As a result, for the year ended December 31, 2004, tenant installation costs for our portfolio, including our pro
rata ownership interest in unconsolidated real estate joint ventures, approximated $20.69 per square foot leased,
compared to approximately $14.83 per square foot leased during the year ended December 31, 2003.

Another important factor affecting the office market recovery is the level of new construction. From a
recent peak of 88 million square feet of office space delivered in 2001 in the United States, development has slowed
considerably to just 27 million square feet in 2003 and 23 million square feet in 2004, according to C&W. With
projects currently under construction, it is estimated that a similar amount will be completed in 2005.

As part of our capital allocation strategy and favorable market conditions for property sales, we disposed of
fifteen office properties, two retail/entertainment properties and three land parcels for an aggregate net sales price of
approximately $912.1 million. The proceeds from such sales were primarily used to paydown existing debt and
fund the acquisition of Bank of America Plaza in Los Angeles, California and the acquisition of an interest in an
entity that owns 2001 M Street in Washington, D.C.

We note, however, that despite improvements in certain economic indicators, a stance of cautious optimism
remains prudent. Therefore, while we hope that economic growth continues to improve and translate into
employment growth and, in particular, office employment, we are cautious that there will not be a material amount
of jobs created in 2005 in time to produce increased demand for office space.

Risks
We face risks normally associated with the ownership and operation of office real estate properties. These
include, but are not limited to, those set forth under “Risk Factors — Risks Relating to Our Business,” in Part I of this

Form 10-K.

In addition, among the perceived risks we and our stockholders face are those set forth under “Risk Factors
— Risks Relating to Our Capital Stock,” in Part I of this Form 10-K.
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Critical Accounting Policies

The discussion and analysis of our financial condition and results of operations are based upon our
consolidated financial statements. The preparation of financial statements in accordance with accounting principles
generally accepted in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual
amounts will differ from those estimates used in the preparation of these financial statements.

Critical accounting policies are defined as those that involve significant judgment and potentially could
result in materially different results under different assumptions and conditions. We believe the following critical
accounting policies are affected by our more significant judgments and estimates used in the preparation of our
consolidated financial statements. For a detailed description of these and other accounting policies, see Note 2 in
the notes to our consolidated financial statements included in this Form 10-K.

Real Estate — Held for the Long Term

We evaluate the recoverability of our real estate assets held for the long term and record an impairment
charge when there is an indicator of impairment and the undiscounted projected cash flows of the property are less
than the carrying amount. A significant, sustained decline in operating results for a particular property could be an
indicator of impairment and therefore require a charge to income in the future.

Real Estate — Held for Disposition

With respect to real estate assets classified as held for disposition, the determination of such classification
is based on our intention and ability to sell these properties within a stated timeframe. Real estate assets held for
disposition are carried at the lower of their carrying values or estimated fair value, less costs to sell. Estimated fair
value is determined based on management’s estimates of amounts that would be realized if the property were offered
for sale in the ordinary course of business assuming a reasonable sales period and under normal market conditions.
Fair values are determined using valuation techniques including third party appraisals when considered appropriate
in the circumstances. Estimates of value include assumptions concerning future property cash flows, disposal dates
and expected purchaser risk adjusted rates of return requirements. Different assumptions could result in
significantly higher or lower estimates of fair value than those determined by management. In addition, changes in
future market conditions could result in ultimate sale proceeds varying significantly from those assumed by
management, resulting in future gains or losses being recorded.

Depreciation

Depreciation of rental properties acquired prior to the adoption of Statement of Financial Accounting
Standards No. 141, “Business Combinations” (“SFAS No. 1417} is calculated using the straight-line method over
periods not exceeding a 40-year estimated life, subject to the terms of any respective ground leases. Tenant
improvements are deferred and amortized on a straight-line basis over the shorter of the economic life or the term of
the respective lease. Depreciation of rental properties acquired subsequent to the adoption of SFAS No. 141 is
based on the allocation of the acquisition cost to land, building, tenant improvements and intangibles, if any, and the
determination of their useful lives are based on management’s estimates. If we do not appropriately allocate to these
components or we incorrectly estimate the useful lives of these components, our computation of depreciation and
amortization expense may not appropriately reflect the actual impact of these costs over future periods, which could
effect net income.

In accordance with SFAS No. 141, we allocate the purchase price of real estate to land, building, tenant
improvements and, if determined to be material, intangibles, such as the value of above, below and at-market leases,
origination costs associated with the in-place leases, and the value of tenant relationships, if any. We depreciate the
amount allocated to building and other intangible assets over their estimated useful lives, which generally range
from one to 40 years. The values of the above and below market leases are amortized and recorded as either an
increase (in the case of below market leases) or a decrease (in the case of above market leases) to rental income over
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the remaining term of the associated lease. The value associated with in-place leases and tenant relationships is
amortized over the expected term of the relationship, which includes an estimate of probability of the lease renewal,
and its estimated term. If a tenant vacates its space prior to the contractual termination of the lease and no rental
payments are to be made on the lease, any unamortized balance of the related intangible will be written off. Tenant
improvements and lease origination costs are amortized as an expense over the remaining life of the lease (or
charged against earnings if the lease is terminated prior to its contractual expiration date).

In accordance with SFAS No. 141, we perform the following procedures for properties we acquire:
1) estimate the value of the property “as if vacant” as of the acquisition date;

2) allocate the fair value of the property among land, site improvement, building, and equipment and
determine the associated asset life for each;

3) estimate the fair value of the tenant improvements and calculate the associated asset life;

4) allocate the value of the above and below market leases to the intangible assets and determine the
associated life of the above/below market leases;

5) allocate the value of the lease origination costs to the intangible assets and calculate the associated
asset life;

6) calculate the intangible value to the in-place leases and the associated life of these assets;
7) calculate the value and associated life of the tenant relationships, if any; and

8) allocate the remaining value (if any) to goodwill and allocate to the purchase price.
Investments in Joint Ventures

We apply the equity method of accounting to joint ventures in which we do not have a controlling direct or
indirect voting interest, but can exercise influence over the entity with respect to its operations and major decisions.
These investments are recorded initially at cost, as investments in unconsolidated real estate joint ventures, and are
subsequently adjusted for equity in earnings and cash contributions and distributions. The joint venture agreements
may designate different percentage allocations among the venturers for income and losses; however, our recognition
of joint venture income or loss generally follows the distribution priorities. Any difference between the carrying
amount of these investments on our balance sheet and the underlying equity in net assets is amortized as an
adjustment to equity in earnings of unconsolidated joint ventures over the respective lives of the underlying assets,
as applicable. Under the equity method of accounting, the net equity investment is reflected on our consolidated
balance sheets, and our share of net income or loss from the joint ventures is included on our consolidated
statements of operations.

We also consolidate joint ventures in which we own less than a 100% equity interest if we are deemed to be
the primary beneficiary in such variable interest entities, as defined in the Financial Accounting Standards Board
Interpretation No. 46, “Consolidation of Variable Interest Entities” (hereinafter defined).

Deferred Charges

We capitalize a portion of our internal costs related to our leasing activities. These costs generally include

compensation and related costs. The portion capitalized is based on an estimate of time spent on successful leasing
efforts.
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Revenue Recognition

Estimates are used to establish amounts receivable from tenants for such things as common area
maintenance, real estate taxes and other cost recoveries. In addition, an estimate is made with respect to our
provision for allowance for doubtful accounts receivable. The allowance for doubtful accounts reflects our estimate
of the amounts of the recorded accounts receivable at the balance sheet date that will not be realized from cash
receipts in subsequent periods. If cash receipts in subsequent periods vary from our estimates, or if our tenants’
financial condition deteriorates as a result of operating difficulties, additional changes to the allowance may be
required.

Derivative Instruments

We use interest rate cap and swap agreements to manage risk from fluctuations in interest rates as well as to
hedge anticipated future financing transactions. We believe these agreements are with counter-parties who are
creditworthy financial institutions.

We adopted Statement of Financial Accounting Standards No. 133, "Accounting for Derivative Instruments
and Hedging Activities” as amended by Statement of Financial Accounting Standards No. 137 and Statement of
Financial Accounting Standards No. 138 (collectively, "SFAS No. 133"), as of January 1, 2001. SFAS No. 133
establishes accounting and reporting standards for derivative instruments, including certain derivative instruments
embedded in other contracts, and hedging activities. It requires the recognition of all derivative instruments as
assets or liabilities in our consolidated balance sheets at fair value. Changes in the fair value of derivative
instruments that are not designated as hedges or that do not meet the hedge accounting criteria in SFAS No. 133 are
required to be reported through the statement of operations. For derivatives designated as hedging instruments in
qualifying cash flow hedges, the effective portion of changes in fair value of the derivatives is recognized in other
comprehensive income (loss) until the forecasted transactions occur, and the ineffective portions are recognized in
the statement of operations. We assess the effectiveness of each hedging relationship by comparing the changes in
cash flows of the derivative hedging instrument with the changes in cash flows of the designated hedged item or
transaction.

Upon early termination of a derivative instrument that has been designated as a hedge, the resulting gains
or losses are deferred and amortized as adjustments to interest expense of the related debt over the remaining period
covered by the terminated instrument.

Fair Value of Financial Instruments

We are required to determine quarterly the fair value of our mortgage debt and unsecured notes. We are
also required quarterly to adjust the carrying value of interest rate swaps and caps, as well as the underlying hedged
liability, to its fair value. In determining the fair value of these financial instruments, we use third party quotations
and internally developed models that are based on current market conditions. For example, in determining the fair
value of our mortgage debt and unsecured notes, we discount the spread between the future contractual interest
payments and the projected future interest payments based on a current market rate. In determining the current
market rate, we add a market spread to the quoted yields on federal government debt securities with similar maturity
dates to our own debt. The market spread estimate is based on our historical experience in obtaining either secured
or unsecured financing and also is affected by current market conditions. In determining the fair value of interest
rate swaps and caps, we rely on third party quotations to adjust the value of these instruments, as well as the hedged
liability, to its fair value. Because our valuations of our financial instruments are based on these types of estimates,
the fair value of our financial instruments may change if our estimates do not turn out to be accurate.

Income Taxes
Historically, prior to electing REIT status, as part of the process of preparing our consolidated financial
statements we estimated our income tax expense and required liabilities. This process required us to estimate our

tax expense taking into consideration our tax planning strategies. We used our judgment to determine our estimated
tax liability, and ultimate liabilities for income taxes could be different from the amounts recorded.
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Insurance

We utilize a wholly-owned taxable REIT subsidiary, Concord Insurance Limited (“Concord”), to act as a
captive insurance company and be one of the elements of our overall insurance program. Concord acts as a primary
carrier with respect to our terrorism insurance program, as well as our general liability and workers compensation
insurance program. Under such insurance programs, we are generally responsible for up to $0.3 million per claim
for both general liability and workers compensation. We maintain excess liability insurance with independent
insurance carriers to minimize risks related to catastrophic claims. Liabilities associated with the risks that are
retained by us are estimated, in part, by considering historical claims experience, demographic factors, severity
factors and other actuarial assumptions. The estimated accruals for these liabilities could be significantly affected if
future occurrences and claims differ from these assumptions and historical trends.

Effective December 31, 2004, we formed Concordia Insurance LLC and Chapman Insurance LLC to
underwrite terrorism, general liability and workers compensation insurance programs for our wholly owned and
joint venture properties, respectively. Effective December 31, 2004, Concord will underwrite terrorism, general
liability and workers compensation insurance programs only for properties we have third party management
agreements with.

Results of Operations

The following discussion is based on our consolidated financial statements for the years ended December
31, 2004, 2003 and 2002.

For the year ended December 31, 2002, the consolidated financial statements present TrizecHahn
Corporation’s former U.S. holdings for the period January 1, 2002 through May 8, 2002, which are now owned and
operated by us. Prior to the corporate reorganization, we, along with our subsidiary Trizec R&E Holdings LLC, or
TREHI, (formerly known as Trizec R&E Holdings, Inc. and TrizecHahn Developments Inc., which became our
subsidiary on March 14, 2002), were TrizecHahn Corporation’s two primary U.S. operating and development
companies. The combined entities and their subsidiaries were under the common control of TrizecHahn
Corporation and have been presented utilizing the historical cost basis of TrizecHahn Corporation. For additional
information about the corporate reorganization, see “Part I — Item 1. Business” in this Form 10-K.

We have had acquisition, disposition and development activity in our property portfolio in the periods
presented. The table that follows is a summary of our acquisition and disposition activity from January 1, 2002 to
December 31, 2004 and reflects our total portfolio at December 31, 2004. The buildings and total square feet shown
include properties that we own in joint ventures with other partners and reflect the total square footage of the
properties and the square footage owned by us based on our pro rata economic and legal ownership in the respective
joint ventures or managed properties.
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Properties as of:

December 31,2001................ccovenne.
DiSpOSIONS ....covvvrereenirveceiereeanens
ACQUISIHONS....covcreriririirinicccneen,
Acquisition of joint venture interest
Additional space placed on-stream..
Re-measurements ...........cccceviinin,

December 31,2002...............cccoooeeee.n.
DiSpOSItIONS ...ecvveveveeeiiei v
ACQUISIHIONS ...

December 31,2003...............cocovveneee.
DiSPOSIHONS .oveveevereiiveseee e
AcqUISItIONS .o.voviieiiiieieic e
Sale of interest to a joint venture ....
Re-measurements...........coocververeeee

December 31,2004..............................

Office” Retail
Pro rata Pro rata
Total Owned Total Owned
Properties Sq.Ft. Sq.Ft. Properties Sq.Ft. Sq.Ft.
(in thousands) (in thousands)
76 48,862 41,323 4 2,285 2,076
6) (946) (946) - - -
1 272 272 - - -
- - 933 - - -
1 560 560 - - -
- 136 134 - - -
73 48,884 42,276 4 2,285 2,076
&) (6,357) (2,472) 2) (1,010) (855)
- 232 24 - (30) (30)
65 42,759 39,828 2 1,245 1,191
(15) (7,091) (7,091) 2) (1,245) (1,191)
2 1,651 1,646 - - -
- - (588) - - -
- (1) an - - -
52 37,308 33,784 - - -

In the financial information that follows, property revenues include rental income, recoveries from tenants,

parking and other income.

Property operating expenses include costs that are recoverable from our tenants

(including but not limited to real estate taxes, utilities, insurance, repairs and maintenance and cleaning) and other
non-recoverable property-related expenses and exclude depreciation and amortization expense.

M Includes our ownership of 151 Front Street comprising approximately 272,000 square feet. 151 Front Street was

sold on January 15, 2004.
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Comparison of Year Ended December 31, 2004 to Year Ended December 31, 2003

The following is a table comparing our summarized operating results for the periods, including other

selected information.

Total Property Revenues..............cccocovevviioniceniiiieines e

Property operating eXpemses .....cc.veeerereeuireeemeeiiinecenrcenssecoresecnees

General and administrative, exclusive of stock option grant expense
Depreciation and amortization ............ceceveemrerenviiineeeeeiiens

Stock option grant expense..........
Provision for loss on real estate
Loss on and provision for loss on investment
Total EXPENSes ............eoociiiniinniiiiiieeeis et se e

Operating INCOME ..........cc.ocviviiniiiniiet s

Other Income (Expense)
Interest and other INCOME...........ccoieceniiriniiinee e
Foreign currency exchange gain
(Loss) Gain on early debt retirement
Recovery on insurance claims ...............
Interest expense ........ccocvveeiieiennnnn
Derivative gain .......cocooovevnnccnnncns
Lawsuit settlement.....

Total Other Expense

Income before Income Taxes, Minority Interest, Income from
Unconsolidated Real Estate Joint Ventures, Discontinued
Operations, Gain on Disposition of Real Estate, Net, and
Cumulative Effect of a Change in Accounting Principle........

(Provision) Benefit for income and other corporate taxes, net.......

MIROTIEY ITETESE ...oviecveeneeieetire et cob e

Income from unconsolidated real estate joint ventures .................

Income from Continuing Operations....................cococoncnnen

Discontinued Operations
Income from discontinued operations (net of provision for loss on
discontinued real estate of $108,988 and $18,164 for 2004 and
2003, respectively) ... o
Gain on disposition of discontinued real estate, net....................

Income Before Gain on Disposition of Real Estate, Net, and
Cumulative Effect of a Change in Accounting Principle.......

Gain on disposition of real estate, Net..........cceeeevviivivrinreiiiineanne

Income before Cumulative Effect of a Change in Accounting

Principle............oooiii

Cumulative effect of a change in accounting principle..................

Net IBEOME. ..o e

Special voting and Class F convertible stockholders’ dividends ........

Net Income Available to Common Stockholders............................

Straight Line Revenue (excluding discontinued operations).........

Lease Termination Fees (excluding discontinued operations).......
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For the years ended

December 31 Increase %
2004 2003 (Decrease) Change
(dollars in thousands)
712,137 $ 711,471 $ 666 0.1%
322,011 340,427 (18,416) 5.4%
38,456 39,304 (848) 2.2%
145,290 135,987 9,303 6.8%
1,303 1,054 249 23.6%
12,749 - 12,749 -
14,558 15,491 (933) 6.0%
534,367 532,263 2,104 0.4%
177,770 179,208 (1,438) 0.8%
5,403 7,398 (1,995) 27.0%
3,340 - 3,340 -
(7,032) 2,262 (9,294) 410.9%
739 6,673 (5,934) 88.9%
(146,584) (150,622) 4,038 2.7%
1,073 - 1,073 -
3,676 26,659 (22,983) 86.2%
(139,385) (107,630) (31,75%) 29.5%
38,385 71,578 (33,193) 46.4%
(4,379) 41,777 (46,156) 110.5%
(1,834) (1,626) (208) 12.8%
15,243 23,336 (8,093) 34.7%
47,415 135,065 (87,650) 64.9%
(78,963) 2,348 (81,316) 3,463.2%
125,508 58,834 66,674 113.3%
93,955 196,247 (102,292) 52.1%
7,358 11,351 (3,993) 35.2%
101,313 207,598 (106,285) 51.2%
- (3,845) 3,845 -
101,313 203,753 (102,440) 50.3%
(4,824) (5,226) 402 7.7%
96,489 $ 198,527 $ (102,038) 51.4%
16,394 $ 22,604 $  (6210) 27.5%
8,195 3 4,183 3 4012 95.9%




Property Revenues

Property revenues increased by approximately $0.7 million for the year ended December 31, 2004,
compared to the year ended December 31, 2003. Property revenues increased by approximately $14.8 million due to
the acquisition of Bank of America Plaza, located in Los Angeles, California, in the third quarter of 2004 and by
approximately §1.3 million due to the acquisition of an interest in 2001 M Street, located in Washington D.C., in
the fourth quarter of 2004. In addition, property revenues increased by approximately $4.0 million due to an
increase in termination fee income and by approximately $3.3 million primarily due to an increase in recovery
income. Property revenues also partially increased due to an increase of approximately $0.3 million in management
fee income for the year ended December 31, 2004 compared to the year ended December 31, 2003. These increases
were substantially offset by decreases of approximately $11.2 million due to the sale of 151 Front Street, Jocated in
Toronto, Ontario, in the first quarter of 2004, by approximately $10.8 million due to the sale of a 50% interest in
Plaza of the Americas, located in Dallas, Texas, in the second quarter of 2004, and by approximately $0.5 million
due to the sale of Paseo Colorado in Pasadena, California in the first quarter of 2003. In addition, property rental
revenue decreased by approximately $0.5 million primarily due to a decrease in average rental rates for the year
ended December 31, 2004 compared to the year ended December 31, 2003.

Lease termination fees are an element of ongoing real estate ownership. Included in the property revenue
analysis above, for the year ended December 31, 2004, we recorded approximately $8.2 million of termination fees
for our office portfolio compared to approximately $4.2 million for the year ended December 31, 2003.

Property Operating Expenses

Property operating expenses decreased by approximately $18.4 million for the year ended December 31,
2004 compared to the year ended December 31, 2003. The sale of 151 Front Street resulted in a decrease of
approximately $7.1 million, the sale of a 50% interest in Plaza of the Americas resulted in a decrease of
approximately $7.3 million, and the sale of Paseo Colorado resulted in a decrease of approximately $0.6 million for
the year ended December 31, 2004 compared to the year ended December 31, 2003. Property operating expenses
decreased by approximately $8.6 million due to a decrease in insurance expense and by approximately $1.1 million
due to a decrease in property tax expense primarily resulting from a property tax settlement for a property located in
Dallas, Texas. In addition, property operating expenses decreased by approximately $2.9 million primarily due to a
decrease in building management expenses and by approximately $2.4 million due to a decrease in bad debt
expense. These decreases were partially offset by an increase of approximately $6.3 million due to the acquisition
of Bank of America Plaza and by approximately $0.3 million due to the acquisition of an interest in 2001 M Street.
In addition, there was an increase of approximately $5.0 million primarily due to an increase in utilities expense,
repairs and maintenance expense and other recoverable expenses for the year ended December 31, 2004 compared to
the year ended December 31, 2003.

Excluding the impact of lease termination fees on revenues, our office portfolio gross margin (property
revenues, excluding lease termination fees, less property operating expenses) increased to 54.3% for the year ended
December 31, 2004 from 51.9% for the year ended December 31, 2003, primarily reflecting a decrease in operating
expenses.

General and Administrative Expense, Exclusive of Stock Option Grant Expense

General and administrative expense includes expenses for corporate and portfolio asset management
functions. Expenses for property management and fee-based services are recorded as property operating expenses.

General and administrative expense decreased by approximately $0.8 million for the year ended December
31, 2004 compared to the year ended December 31, 2003. This decrease is due primarily to expense related to the
net settlement of warrants incurred during the year ended December 31, 2003 and a decrease in bonus accruals
during the year ended December 31, 2004. These decreases were partially offset by separation costs incurred during
the year ended December 31, 2004. In addition, we terminated our lease at the Sears Tower, located in Chicago,
[linois, during the fourth quarter of 2004 and paid a fee of approximately $3.2 million related to such termination.
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Depreciation and Amortization

Depreciation and amortization expense increased by approximately $9.3 million for the year ended
December 31, 2004 compared to the year ended December 31, 2003. Depreciation and amortization expense
increased by approximately $7.0 million due to the acquisition of Bank of America Plaza and by approximately $0.5
million due to the acquisition of an interest in 2001 M Street. In addition, depreciation and amortization expense
increased approximately $4.8 million primarily due to accelerated depreciation of tenant improvements resulting
from the early termination of leases and additional tenant improvements during the year ended December 31, 2004
compared to the year ended December 31, 2003. These increases were offset by the disposition of a 50% interest in
Plaza of the Americas resulting in a decrease in depreciation and amortization expense of approximately $3.0
million for the year ended December 31, 2004 compared to the year ended December 31, 2003.

Stock Option Grant Expense

Stock option grant expense is comprised of the amortization of the intrinsic value, at the date of grant, of
stock options granted upon the completion of the corporate reorganization and stock option expense related to the
adoption of Statement of Financial Accounting Standards No. 123, “Accounting for Stock Based Compensation,” or
SFAS No. 123, for stock options issued in 2003. For stock options granted in 2003, this non-cash cost incurred
relates to the fair value of the stock options at the date of grant. Stock option grant expense increased by
approximately $0.2 million for the year ended December 31, 2004 compared to the year ended December 31, 2003.
The increase is primarily due to an increase in stock option grant expense of approximately $0.9 million resulting
from the immediate vesting of certain stock options due to the separation of one of our executives during the third
quarter of 2004, offset by a decrease in stock option grant expense of approximately $0.7 million primarily resulting
from the cessation of amortization due to the vesting of stock options.

Provision for Loss on Real Estate

During the year ended December 31, 2004, we recognized a provision for loss on real estate in the
aggregate amount of approximately $12.7 million. In May 2004, we entered into a joint venture agreement with a
third party to own and operate Plaza of the Americas, located in Dallas, Texas, “Trizec Plaza of the Americas, L.P.”
Prior to the formation of Trizec Plaza of the Americas L.P., Plaza of the Americas was 100% owned by us. In
conjunction with the formation of Trizec Plaza of the Americas, L.P., we sold a 50% interest in Plaza of the
Americas to the third party for a net sales price of approximately $47.8 million, resulting in a net loss on disposition
of real estate of approximately $20.8 million. In conjunction with the sale of our 50% interest in Plaza of the
Americas, we determined that the fair value of Plaza of the Americas, based on the contract price, was less than our
carrying value of such asset. Accordingly, we recognized a provision for loss on real estate of approximately $12.7
million related to our 50% interest in Plaza of the Americas to reduce the carrying value of such property to its fair
value.

Loss on and Provision for Loss on Investment

During the year ended December 31, 2004, we recognized a provision for loss on investment of
approximately $14.6 million to reduce the carrying value of our investment in Main Street Partners, L.P., a joint
venture through which we own a 50% interest in Bank One Center in Dallas, Texas, to its fair value. Fair value was
determined by internal valuation.

During the year ended December 31, 2003, we recorded a loss on investment of approximately $15.5
million related to the sale of our interest in a subordinated mortgage collateralized by the Sears Tower in Chicago,
[llinois.

Interest and Other Income

Interest and other income decreased by approximately $2.0 million for the year ended December 31, 2004

compared to the year ended December 31, 2003. Interest and other income decreased due to income received during
the year ended December 31, 2003 of approximately $1.2 million due to death benefits received on an insurance
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policy, approximately $1.3 million due to a litigation refund, and approximately $1.0 million due to dividends
received on the Chelsfield pic investment. These decreases were partially offset by an increase in interest income
resulting from an increase in average cash balances for the year ended December 31, 2004 compared to the year
ended December 31, 2003.

Foreign Currency Exchange Gain

During the year ended December 31, 2004, we sold 151 Front Street in Toronto Ontario, recognizing a
foreign currency exchange gain of approximately $3.3 million.

(Loss) Gain on Early Debt Retirement

During the year ended December 31, 2004, we recorded an aggregate loss on early debt retirement of
approximately $7.0 million. During the year ended December 31, 2004, we recorded a loss on early debt retirement
of approximately $1.4 million due to the write-off of unamortized deferred financing costs related to the retirement
of our $350.0 million revolving credit facility. We recorded a loss on early debt retirement of approximately $3.2
million comprised of the write-off of unamortized financing costs of approximately $2.4 million and a prepayment
fee of approximately $0.8 million related to the paydown of approximately $444.1 million of our variable interest
rate commercial mortgage pass-through certificates. In addition, in conjunction with the sale of real estate and the
refinancing of a $120.0 million mortgage loan, we recorded a loss on early debt retirement of approximately $2.4
million comprised of the write-off of unamortized deferred financing costs of approximately $0.9 million and a
prepayment penalty of approximately $2.7 million, offset by the forgiveness of debt of approximately $1.2 million.

During the year ended December 31, 2003, we recorded an aggregate gain on early debt retirement of
approximately $2.3 million. We recorded an approximately $3.6 million gain on early debt retirement related to the
forgiveness of a $17.9 million construction facility on our remaining technology property. On June 30, 2003, we
conveyed title of our remaining technology property to the lender and are no longer obligated to the lender under the
$17.9 million construction facility. The $3.6 million gain on early debt retirement is net of approximately $0.5
million remitted to the lender in full satisfaction of any exposure related to the construction facility. This gain on
early debt retirement is partially offset by the write-off of unamortized deferred financing costs of approximately
$1.3 million as a result of the repayment of secured mortgages coinciding with the sale of the underlying properties.

Recovery on Insurance Claims

During the year ended December 31, 2004, we received approximately $0.4 million in insurance proceeds
related to a chiller we replaced at Plaza of the Americas, located in Dallas, Texas, that was damaged in 2003. In
addition, we received approximately $0.3 million in insurance proceeds related to window replacements at 550 W.
Washington, located in Chicago, Illinois, that were damaged in 2003.

Beginning in late 2001 and during 2002, we replaced a chiller at One New York Plaza in New York, New
York, that was damaged in 2001, and we expect total remediation and improvement costs will be approximately
$19.0 million. During the year ended December 31, 2003, we received approximately $7.0 million in insurance
proceeds related to this chiller. We filed a claim for additional proceeds related to the chiller at One New York
Plaza; however, we cannot assure you that we will be successful with such effort.

Interest Expense

Interest expense decreased by approximately $4.0 million for the year ended December 31, 2004 compared
to the year ended December 31, 2003. Early debt retirements resulted in a decrease in interest expense of
approximately $14.5 million. In addition, lower average debt balances outstanding for year ended December 31,
2004 compared to the year ended December 31, 2003 due to regular principal amortization and lump sum
repayments resulted in a decrease in interest expense of approximately $0.9 million. The retirement of debt due to
property dispositions resulted in a decrease in interest expense of approximately $1.3 million. These decreases were
partially offset by an increase in interest expense of approximately $3.5 million due to an increase in average interest
rates and additional interest expense related to refinancings for the year ended December 31, 2004 compared to the

51



year ended December 31, 2003. A higher outstanding balance on our credit facility resulted in an increase in interest
expense of approximately $4.1 million for the year ended December 31, 2004 compared to the year ended December
31, 2003. In addition, in conjunction with the purchase of Bank of America Plaza in Los Angeles, California and
the acquisition of an interest in 2001 M Street in Washington, D.C., during the year ended December 31, 2004, we
entered into mortgage loans totaling, in the aggregate, approximately $286.5 million which resulted in an increase in
interest expense of approximately $5.1 million.

Derivative Gain

In December 2004, we settled approximately $500.0 million of interest rate swap agreements. As a result
of the swap settlements, we recognized an approximately $1.1 million gain during the year ended December 31,
2004.

Lawsuit Seitlement

During the year ended December 31, 2004, we recorded a gain on lawsuit settlement of approximately $3.6
million related to the final resolution and settlement of an asbestos claim. Cash proceeds from this lawsuit
settlement were received in the fourth quarter of 2004.

In July 2003, we reached an agreement in which we agreed to end litigation and resolve standing disputes
concerning the development and subsequent bankruptcy of the hotel and casino adjacent to our Desert Passage
project. In exchange for our agreement to end the development litigation and our agreement to permit and assist in
the re-theming of the hotel and casino complex, the other parties to the litigation have agreed to dismiss all claims
against us. In the third quarter of 2003, we recognized a gain on lawsuit settlement of approximately $26.7 million
comprised primarily of the forgiveness of debt. We did not receive any cash proceeds from the litigation settlement.

(Provision) Benefit for Income and Other Corporate Taxes, Net

Income and other taxes includes franchise, capital, alternative minimum and foreign taxes related to
ongoing real estate operations. Income and other taxes increased by approximately $46.2 million for the year ended
December 31, 2004 compared to the year ended December 31, 2003, primarily due to the tax benefit of the
disposition of our investment in the Sears Tower in Chicago, Illinois of approximately $12.0 million, a tax
settlement of approximately $21.0 million, and the liquidation of the Hollywood TRS subsidiary of approximately
$13.5 million during the year ended December 31, 2003.

Minority Interest

During the year ended December 31, 2004, an increase in the redemption value in the TrizecHahn Mid-
Atlantic Limited Partnership redeemable units resulted in minority interest loss of approximately $0.9 million and
minority interest attributable to our consolidated joint ventures resulted in minority interest loss of approximately
$0.1 million. In addition, preferred returns to the minority interest partner upon the sale of the Hollywood &
Highland Hotel in Los Angeles, California resulted in minority interest loss of approximately $0.7 million and the
redemption of TrizecHahn Mid-Atlantic Limited Partnership redeemable units resulted in minority interest loss of
approximately $1.0 million. These losses were partially offset by minority interest income of approximately $0.9
million resulting from the sale of a land parcel during the second quarter of 2004.

During the year ended December 31, 2003, an increase in the redemption value in the TrizecHahn Mid-
Atlantic Limited Partnership redeemable units resulted in minority interest loss of approximately $1.6 million.
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Income from Unconsolidated Real Estate Joint Ventures

Income from unconsolidated real estate joint ventures decreased by approximately $8.1 million for the year
ended December 31, 2004 compared to the year ended December 31, 2003. Income from unconsolidated real estate
joint ventures decreased by approximately $4.8 million due to a loss on early debt retirement related to the
refinancing of the mortgage loans on 1114 Avenue of the Americas and 1411 Broadway, located in New York, New
York, in June 2004. In addition, approximately $4.2 million of the decrease is primarily due to an increase in
interest expense related to the refinancing of these mortgage loans in June 2004. Approximately $6.4 million of the
decrease is related to the sale of New Center One in Detroit, Michigan during the first quarter of 2003. These
decreases were partially offset by an increase in income from unconsolidated real estate joint ventures of
approximately $0.7 million due to the gain on sale of the Waterview development, located in Arlington, Virginia in
2004 and an increase of approximately $3.9 million related to the consolidation of the Hollywood & Highland Hotel
in Los Angeles, California at December 31, 2003. Additionally, there was an increase in net income of
approximately $2.7 million in our other joint ventures for the year ended December 31, 2004 compared to the year
ended December 31, 2003.

Discontinued Operations

Income from properties classified as discontinued operations increased by approximately $9.5 million for
the year ended December 31, 2004 compared to the year ended December 31, 2003. This increase is primarily due
to a decrease in interest expense of approximately $21.6 million for the year ended December 31, 2004 compared to
the year ended December 31, 2003 due to the retirement of debt related to properties sold subsequent to December
31, 2002. This increase is offset by the loss of net income due to properties sold subsequent to December 31, 2002.
Income from discontinued properties for the year ended December 31, 2003 includes the net income of properties
sold subsequent to December 31, 2002, whereas income from discontinued operations for the year ended December
31, 2004 includes only the net income of properties sold subsequent to December 31, 2003.

During the year ended December 31, 2004, we recognized a provision for loss on disposition of
discontinued real estate of approximately $109.0 million, relating to seven properties that were designated as held
for disposition on June 30, 2004, to reduce the carrying value of such properties to fair value. Fair value of the
seven properties was determined by contract prices, less transaction costs and/or internal valuation.

During the year ended December 31, 2003, we recorded a provision for loss on discontinued real estate of
approximately $14.5 million relating to Clark Tower in Memphis, Tennessee and approximately $3.6 million
relating to Minnesota Center in Minneapolis, Minnesota. The fair value of each property was determined by a
contract price, less transaction costs.

During the year ended December 31, 2004, we recognized a gain on disposition of discontinued real estate
of approximately $125.5 million due to the sales of the Hollywood & Highland Complex and fourteen non-core
office properties.

During the year ended December 31, 2003, we recognized a gain on disposition of discontinued real estate
of approximately $58.8 million due to the sales of eight non-core office properties.

Gain on Disposition of Real Estate, Net

In May 2004, we entered into a joint venture agreement with a third party to own and operate Plaza of the
Americas, located in Dallas, Texas, “Trizec Plaza of the Americas, L.P.” Prior to the formation of Trizec Plaza of
the Americas, L.P., Plaza of the Americas was 100% owned by us. In conjunction with the formation of Trizec
Plaza of the Americas, L.P., we sold a 50% interest in Plaza of the Americas to the third party for a net sales price of
approximately $47.8 million, resulting in a net loss on disposition of real estate of approximately $20.8 million, for
the sale of the 50% interest. This loss is offset by a gain on disposition of real estate, net of the related tax effect, of
approximately $15.1 million due to the sale of 151 Front Street in Toronto, Ontario which was subject to the
transition rules of Statement of Financial Accounting Standards No. 144 “Accounting for the Impairment or
Disposal of Long-Lived Assets” (“SFAS No. 144”). In addition, during the year ended December 31, 2004, we
disposed of three land parcels that resulted in a gain on disposition of real estate of approximately $13.1 million.
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During the year ended December 31, 2003, we recognized a gain on disposition of real estate of
approximately $13.6 million due to the sale of Paseo Colorado in Pasadena, California which was subject to the

transition rules of SFAS No. 144,
Cumulative Effect of a Change in Accounting Principle

We elected to adopt the implementation of FIN No. 46R (hereinafter defined) as of December 31, 2003 and
applied the provisions of FIN No. 46R for all entities as of such date. In applying the provisions of FIN No. 46R to
all entities, we determined that the Hollywood & Highland Hotel was a variable interest entity (“VIE”) and we were
its primary beneficiary. As such, we consolidated the financial position and results of operations of the Hollywood
& Highland Hotel as of December 31, 2003. Upon consolidation of the Hollywood & Highland Hotel, we
recognized a cumulative effect of a change in accounting principle of approximately $3.8 million representing the
minority member’s share of the Hollywood & Highland Hotel’s non-recoverable cumulative losses.
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Comparison of Year Ended December 31, 2003 to Year Ended December 31, 2002

The following is a table comparing our summarized operating results for the periods, including other

selected information.

Total Property Revenues...........ccocorviviinveneeiiiii e e e

Property OPerating XPEeISES .....cvrvererrreiurereecarrrereeenereeiesesasenceeeensens
General and administrative, exclusive of stock option grant expense
Depreciation and amOTtZAtON .......cc.covevreveeeniriirere e eeen e
Stock Option rant EXPENSE ........coeeerrereririerierrririererireesesensesesieeeresnes
Reorganization reCovery .......owinmeremrerernaennnes

Loss on and provision for loss on investment
TOtal EXPENSES .....ccoovviuriiiiiiiieeeinecniirtrenrericerestesnenesvesre s s se v e

Operating Income ...

Other Income (Expense)
Interest and other INCOME......cccoveiiirereiiier e
Gain on early debt retirement............cooeiriiecicniinnins e
Recovery on insurance claims .........occocvriiirnicoiniiiiene e
Interest expense
Lawsuit settlement
Total Other EXpense...........oocoocoeiviiniciimiciieeerc e

Income before Income Taxes, Minority Interest, Income from
Unconsolidated Real Estate Joint Ventures, Discontinued
Operations, Gain on Disposition of Real Estate, Net, and
Cumulative Effect of a Change in Accounting Principle...........

Benefit (Provision) for income and other corporate taxes, net.........

MINOTIEY INEEIEST vvivvivvricieeiieiire et ere et ere s ens e rese s eaesre e

Income from unconsolidated real estate joint ventures including

provision for loss on investment ($58,880 for 2002) ...........c......

Income (Loss) from Continuing Operations...................cc.ccoenee

Discontinued Operations
Income from discontinued operations (net of provision for loss on
discontinued real estate of $18,164 and $209,237 for 2003 and
2002, TESPECHVELY ). coveririierireereteriniettieies e
Gain on disposition of discontinued real estate, net.............coc...e..

Income (Loss) Before Gain on Disposition of Real Estate, Net,
and Cumulative Effect of a Change in Accounting Principle...

Gain on disposition of real estate, Net..........covvivvvrierverereieiee e ens

Income (Loss) before Cumulative Effect of a Change in

Accounting Principle................cooi

Cumulative effect of a change in accounting principle.......c.ccccoveene

Net Income (LOSS) ......ocviiiiiiieieeeeeee et ee e

Special voting and Class F convertible stockholders’ dividends ........

Net Income (Loss) Available to Common Stockholders.................

Straight Line Revenue (excluding discontinued operations).........

Lease Termination Fees (excluding discontinued operations).......
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For the years ended

December 31 Increase %
2003 2002 (Decrease) Change
(dollars in thousands)

711,471 § 721,906 $ (10,435 1.4%
340,427 330,622 9,805 3.0%
39,304 44,935 (5,631) 12.5%
135,987 130,183 5,804 4.5%
1,054 5,214 (4,160) 79.8%

- (3,260) 3,260 -
15,491 60,784 (45,293) 74.5%
532,263 568,478 (36,215) 6.4%
179,208 153,428 25,780 16.8%
7,398 6,067 1,331 21.9%

2,262 - 2,262 -
6,673 3,800 2,873 75.6%
(150,622) (150,863) 241 0.2%

26,659 - 26,659 -
(107,630) (140,996) 33,366 23.7%
71,578 12,432 59,146 475.8%
41,777 (4,896) 46,673 953.3%
(1,626) 1,766 (3,392) 192.1%
23,336 (47,631) 70,967 149.0%
135,065 (38,329) 173,394 452.4%
2,348 (167,300) 169,648 101.4%
58,834 14,716 44,118 299.8%
196,247 (190,913) 387,160 202.8%
11,351 2,996 8,355 278.9%
207,598 (187,917) 395,515 210.5%

(3,845) - (3,845) -
203,753 (187,917) 391,670 208.4%
(5,226) (866) (4,360) 503.5%
198,527 $ (188,783) § 387,310 205.2%
22,604 $ 25,910 $ (3,306) 12.8%
4,183 $ 3,733 $ 450 12.1%




Property Revenue

Property revenues decreased by approximately $10.4 million for the year ended December 31, 2003
compared to the year ended December 31, 2002. Property revenues decreased by approximately $1.0 million due to
the disposition of three non-core properties during the year ended December 31, 2002 and by approximately $18.2
million due primarily to the sale of Paseo Colorado, in Pasadena, California in the first quarter of 2003. In addition,
property revenues decreased by approximately $17.5 million due primarily to a decrease in average occupancy and
average rental rates for the year ended December 31, 2003 as compared to the year ended December 31, 2002.
These decreases were partially offset by an increase of approximately $15.0 million due to the acquisition of the
remaining 75% interest in Ernst & Young Plaza in Los Angeles, California that we did not already own and by
approximately $4.0 million due to the acquisition of 151 Front Street in Toronto, Ontario during the second quarter
of 2002. Property revenues increased by approximately $6.4 million primarily due to new leasing in One Alliance
Center in Atlanta, Georgia. In addition, management fee income increased by approximately $0.9 miliion for the
year ended December 31, 2003 as compared to the year ended December 31, 2002.

Lease termination fees are an element of ongoing real estate ownership. Included in the property revenue
analysis above, for the year ended December 31, 2003, we recorded approximately $4.2 million of termination fees
for our office portfolio compared to approximately $3.7 million for the year ended December 31, 2002.

Property Operating Expense

Property operating expenses increased by approximately $9.8 million for the year ended December 31,
2003 compared to the year ended December 31, 2002. Property operating expenses increased by approximately $9.1
million due to the office property acquisitions described above, approximately $3.1 million due to new leasing in
One Alliance Center in Atlanta, Georgia, approximately $10.4 million due to an increase in insurance cost,
approximately $2.5 million due to an increase in bad debt expense, and approximately $0.6 million due to an
increase in real estate tax expense for the year ended December 31, 2003 compared to the year ended December 31,
2002. These increases were partially offset by a decrease in property operating expenses of approximately $5.9
million due primarily to decreases in utilities expense, repairs and maintenance expense and other recoverable
expenses and a decrease of approximately $4.3 million primarily due to a decrease in building management
expenses for the year ended December 31, 2003 compared to the year ended December 31, 2002, In addition,
property operating expenses decreased by approximately $5.1 million for the year ended December 31, 2003
compared to the year ended December 31, 2002 due to the sale of Paseo Colorado in Pasadena, California during the
first quarter of 2003 and by approximately $0.6 million due to the disposition of three non-core properties during the
year ended December 31, 2002.

Excluding the impact of lease termination fees on revenues, our office portfolio gross margin (property
revenues, excluding lease termination fees, less property operating expenses) decreased to 51.9% for the year ended
December 31, 2003 from 54.0% for the year ended December 31, 2002, reflecting our decrease in property revenue
and increased operating expenses.

General and Administrative Expense, Exclusive of Stock Option Grant Expense

General and administrative expense includes expenses for corporate and portfolio asset management
functions. Expenses for property management and fee-based services are recorded as property operating expenses.

General and administrative expense decreased by approximately $5.6 million for the year ended December
31, 2003 compared to the year ended December 31, 2002. The decrease is due primarily to separation costs incurred
and professional fees paid in connection with the corporate reorganization during the year ended December 31,
2002, offset by additional expense related to the net settlement of warrants during the year ended December 31,
2003.
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Depreciation and Amortization

Depreciation expense increased by approximately $5.8 million for the year ended December 31, 2003
compared to the year ended December 31, 2002. The completion of two office development projects resulted in an
increase in depreciation expense of approximately $2.3 million. The increase in ownership of the Emst & Young
Plaza resulted in an increase in depreciation expense of approximately $6.5 million. These increases were partially
offset by less accelerated depreciation of tenant improvements related to the early termination of leases for the year
ended December 31, 2003 compared to the year ended December 31, 2002.

Stock Option Grant Expense

Stock option grant expense decreased by approximately $4.2 million for the year ended December 31, 2003
compared to the year ended December 31, 2002. This decrease is due primarily to accelerated expense for
employees separated from the company during the year ended December 31, 2002. This non-cash cost incurred
during the year ended December 31, 2002 relates to the intrinsic value, at the date of grant, of stock options granted
upon the completion of the corporate reorganization. This decrease is partially offset by additional stock option
expense related to adoption of SFAS No. 123 for stock options issued in 2003. This non-cash cost incurred during
the year ended December 31, 2003 relates to the fair value, at the date of grant, of stock options granted during
2003.

Reorganization Recovery

During the year ended December 31, 2001, we recorded as reorganization costs a charge of approximately
$15.9 million to provide for employee severance, benefits and other costs associated with implementing the
reorganization plan. As a result of the completion of the reorganization and centralization, during the fourth quarter
of 2002, we reviewed the remaining liability based on future estimated expenditures and, accordingly, reduced our
accrual for anticipated expenditures by approximately $3.3 million.

Loss on and Provision for Loss on Investment

During the year ended December 31, 2003, we recorded a loss on investment of approximately $15.5
million related to the sale of our interest in a subordinated mortgage collateralized by the Sears Tower in Chicago,
Illinois.

During the year ended December 31, 2002, we determined that our investment in the subordinated
mortgage collateralized by the Sears Tower was impaired. We estimated that the fair value of the Sears Tower was
insufficient to cover encumbrances senior to our position and the entire carrying value of our investment.
Accordingly, we recorded a provision for loss on investment of approximately $48.3 million in the third quarter of
2002 to reduce the carrying value of our investment in the Sears Tower to its estimated fair value of approximately
$23.6 million. In addition, in December 2002, we sold our interest in Chelsfield plc for approximately $76.6 million
and recognized a loss on investment of approximately $12.7 million.

Interest and Other Income

Interest and other income increased by approximately $1.3 million for the year ended December 31, 2003
compared to the year ended December 31, 2002. Interest and other income increased due to income received during
the year ended December 31, 2003 of approximately $1.2 million due to death benefits received on an insurance
policy, approximately $1.3 million due to a litigation refund and approximately $1.0 million due to dividends
received on the Chelsfield plc investment. These increases were partially offset by a decrease in interest income due
primarily to lower average cash balances outstanding for the year ended December 31, 2003 compared to the year
ended December 31, 2002.
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Gain on Early Debt Retirement

During the year ended December 31, 2003, we recorded an aggregate gain on early debt retirement of
approximately $2.3 million. We recorded an approximately $3.6 million gain on early debt retirement related to the
forgiveness of a $17.9 million construction facility on our remaining technology property. On June 30, 2003, we
conveyed title of our remaining technology property to the lender and are no longer obligated to the lender under the
$17.9 million construction facility. The $3.6 million gain on early debt retirement is net of approximately $0.5
million remitted to the lender in full satisfaction of any exposure related to the construction facility. This gain on
early debt retirement is partially offset by the write-off of unamortized deferred financing costs of approximately
$1.3 million as a result of the repayment of secured mortgages coinciding with the sale of the underlying properties.

Recovery on Insurance Claims

Beginning in late 2001 and during 2002, we replaced a chiller at One New York Plaza in New York that
was damaged in 2001, and we expect total remediation and improvement costs will be approximately $19.0 million.
During the year ended December 31, 2003, we received approximately $7.0 million in insurance proceeds related to
this chiller. During the year ended December 31, 2002, we received approximately $3.8 million in insurance
proceeds related to this chiller. We filed a claim for additional proceeds related to the chiller at One New York
Plaza; however, we cannot assure you that we will be successful with such an effort.

Interest Expense

Interest expense decreased by approximately $0.2 million for the year ended December 31, 2003 compared
to the year ended December 31, 2002. The impact of the disposal of Paseo Colorado in Pasadena, California resulted
in a decrease in interest expense of approximately $3.4 million. Lower average debt balances outstanding due to
regular principal amortization and lump sum repayments resulted in a decrease in interest expense of approximately
$1.4 million. A lower outstanding balance on our $350 million revolving line of credit and associated standby fees
resulted in a decrease in interest expense of approximately $3.4 million. These decreases were partially offset by the
impact of office property acquisitions, primarily the increase in ownership of the Ernst & Young Plaza, as well as an
increase in the weighted average interest rate which resulted in an increase in interest expense of approximately $5.9
million. Additionally, the cessation of interest capitalization on our development projects resulted in an increase in
interest expense of approximately $2.1 million for the year ended December 31, 2003 as compared to the year ended
December 31, 2002.

Lawsuit Settlement

In July 2003, we reached an agreement in which we agreed to end litigation and resolve standing disputes
concerning the development and subsequent bankruptcy of the hotel and casino adjacent to our Desert Passage
project. In exchange for our agreement to end the development litigation and our agreement to permit and assist in
the re-theming of the hotel and casino complex, the other parties to the litigation have agreed to dismiss all claims
against us. In the third quarter of 2003, we recognized a gain on lawsuit settlement of approximately $26.7 million
comprised primarily of the forgiveness of debt. We did not receive any cash proceeds from the litigation settlement.

Benefit (Provision) for Income and Other Corporate Taxes, Net

Income and other taxes includes franchise, capital, alternative minimum and foreign taxes related to
ongoing real estate operations. Income and other taxes decreased by approximately $46.7 million for the year ended
December 31, 2003 compared to the year ended December 31, 2002, primarily due to the tax impact of the
disposition of our investment in the Sears Tower in Chicago, Illinois of approximately $12.0 million, a tax
settlement which resulted in a benefit of approximately $21.0 million, and the liquidation of the Hollywood TRS
subsidiary which resulted in a benefit of approximately $13.5 million.
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Minority Interest

Minority interest income decreased by approximately $3.4 million for the year ended December 31, 2003
compared to the year ended December 31, 2002. The decrease is due to an increase in the redemption value in the
TrizecHahn Mid-Atlantic Limited Partnership redeemable units.

Income from Unconsolidated Real Estate Joint Ventures

Income from unconsolidated real estate joint ventures increased by approximately $71.0 million for the
year ended December 31, 2003 compared to the year ended December 31, 2002. Income from unconsolidated real
estate joint ventures increased by approximately $38.8 million due to the recognition of a provision for loss on
investment in real estate during the year ended December 31, 2002 related to the Hollywood & Highland Hotel in
Los Angeles, California and a provision for loss on investment in real estate in New Center One in Detroit,
Michigan of approximately $20.1 million. Approximately $3.0 million of the increase is due to the gain on sale of
real estate and a gain on early debt retirement from the sale of New Center One during the year ended December 31,
2003. In addition, income from unconsolidated real estate joint ventures increased due primarily to an increase in
average rental rates in the New York market, partially offset by an increase in the net loss at the Bank One Center in
Dallas, Texas for the year ended December 31, 2003 compared to the year ended December 31, 2002.

Discontinued Operations

Income from properties classified as discontinued operations decreased by approximately $21.4 million for
the year ended December 31, 2003 compared to the year ended December 31, 2002. This decrease is primarily due
to the loss in net income for properties sold subsequent to December 31, 2002. Income from discontinued properties
for the year ended December 31, 2002 includes the net income of properties sold subsequent to December 31, 2001,
whereas income from discontinued operations for the year ended December 31, 2003 includes only the net income
of properties sold subsequent to December 31, 2002.

During the year ended December 31, 2003, we recorded a provision for loss on discontinued real estate of
approximately $14.5 million relating to Clark Tower in Memphis, Tennessee and approximately $3.6 million
relating to Minnesota Center in Minneapolis, Minnesota. The fair value of each property was determined by a
contract price, less transaction costs.

During the year ended December 31, 2002, we recorded a provision for loss on real estate in the amount of
approximately $142.4 million for the Hollywood & Highland Retail project in Los Angeles, California to reduce the
carrying value of the property to fair value. Fair value was based on internal valuations. During the year ended
December 31, 2002, we recognized a provision for loss on real estate of approximately $57.0 million for Desert
Passage in Las Vegas, Nevada to reduce the carrying value of the property to fair value. Fair value was based on
internal valuations. In addition, during the year ended December 31, 2002, we recorded a provision for loss on
discontinued real estate of approximately $9.8 million relating to Goddard Corporate Park in Lanham, Maryland.
Fair value was determined by a contract price, less transaction costs.

During the year ended December 31, 2003, we recognized a gain on disposition of discontinued real estate
of approximately $58.8 million due to the sales of eight non-core office properties.

During the year ended December 31, 2002, we recognized a gain on disposition of discontinued real estate
of approximately $14.7 million due to the sales of three non-core properties.

Gain on Disposition of Real Estate, Net

During the year ended December 31, 2003, we recognized a gain on disposition of real estate of
approximately $13.6 million due to the sale of Paseo Colorado in Pasadena, California which was subject to the
transition rules of SFAS No. 144.
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During the year ended December 31, 2002, we recognized a gain on disposition of real estate of
approximately $3.0 million due to the sales of Hanover Office Park in Greenbelt, Maryland; Valley Industrial Park
in Seattle, Washington; Perimeter Woods in Charlotte, North Carolina; a technology center in Chicago, Illinois and
first refusal rights on an investment which were subject to the transition rules of SFAS No. 144.

Cumulative Effect of Change in Accounting Principle

We elected to adopt the implementation of FIN No. 46R (hereinafter defined) as of December 31, 2003 and
applied the provisions of FIN No. 46R for all entities as of such date. In applying the provisions of FIN No. 46R to
all entities, we determined that the Hollywood & Highland Hotel was a variable interest entity (“VIE”) and we were
its primary beneficiary. As such, we consolidated the financial position and results of operations of the Hollywood
& Highland Hotel as of December 31, 2003. Upon consolidation of the Hollywood & Highland Hotel, we
recognized a cumulative effect of a change in accounting principle of approximately $3.8 million representing the
minority member’s share of the Hollywood & Highland Hotel’s non-recoverable cumulative losses.

Liquidity and Capital Resources

Our objective is to ensure, in advance, that there are ample resources to fund ongoing operating expenses,
capital expenditures, debt service requirements and the distributions required to maintain REIT status.

We expect to meet our liquidity requirements over the next twelve months for normal recurring
expenditures, non-recurring capital expenditures, potential future acquisitions and developments, major renovations,
expansions, scheduled debt maturities, ground lease payments, operational tax obligations, settlement of pre-REIT
tax issues and distributions required to maintain our REIT status through cash flows from operations, asset sales,
entering into joint venture arrangements or partnerships with equity providers, current cash and credit availability,
refinancing of existing mortgage debt, incurrence of secured or unsecured debt, proceeds from the possible sale of
our capital stock or a combination of these sources. Our net cash flow from operations is dependent upon the
occupancy levels of our properties, net effective rental rates on current and future leases, collectibility of rent from
our tenants, the level of operating and other expenses, as well as other factors. Material changes in these factors
may adversely affect our net cash flow from operations.

We expect to meet our liquidity requirements beyond twelve months for normal recurring expenditures,
non-recurring capital expenditures, potential future acquisitions and developments, major renovations, expansions,
scheduled debt maturities, ground lease payments, operational tax obligations, settlement of pre-REIT tax issues and
distributions required to maintain our REIT status through cash flows from operations, asset sales, entering into joint
venture arrangements or partnerships with equity providers, current cash and credit availability, refinancing of
existing mortgage debt, incurrence of secured or unsecured debt, proceeds from the possible sale of our capital stock
or a combination of these sources. Our net cash flow from operations is dependent upon the occupancy levels of our
properties, net effective rental rates on current and future leases, collectibility of rent from our tenants, the level of
operating and other expenses, as well as other factors. Material changes in these factors may adversely affect our
net cash flow from operations.

We have a $750.0 million unsecured credit facility which matures in June 2007. The amount available to
be borrowed under the unsecured credit facility at any time is determined by certain properties that we, or our
subsidiaries that may from time to time guarantee the unsecured credit facility, own that satisfy certain conditions of
eligibility. These conditions are not uncommon for unsecured credit facilities of this nature. During the remainder
of its term, the amount available to be borrowed under the unsecured credit facility will likely fluctuate. The
capacity under the unsecured credit facility may decrease as we sell or place permanent financing on assets currently
supporting the unsecured credit facility. In addition, the capacity under the unsecured credit facility may decrease if
assets no longer meet certain eligibility requirements. Likewise, the capacity under the unsecured credit facility may
increase as certain assets otherwise meet the eligibility requirements. As of December 31, 2004, the amount
available to be borrowed under the unsecured credit facility was approximately $484.9 million, of which $150.0
million was drawn and outstanding. During the remainder of the term of the unsecured credit facility, we expect the
outstanding balance to fluctuate. The balance under the unsecured credit facility will likely increase from time to
time as we use funds from the unsecured credit facility to meet a variety of liquidity requirements such as dividend
payments, tenant installation costs, future tax payments and acquisitions that may not be fully met through
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operations. The balance under the unsecured credit facility will also likely be reduced as a result of proceeds
generated from asset sales, secured borrowings, operating cash flows and other sources of liquidity.

Under our unsecured credit facility, we are subject to covenants, including financial covenants, restrictions
on other indebtedness, restrictions on encumbrances of properties that we use in determining our borrowing capacity
and certain customary investment restrictions. The financial covenants include the requirement for our total
leverage ratio not to exceed 65.0% in year one, 62.5% in year two and 60.0% in year three; the requirement that our
interest coverage ratio be greater than 2.0 times; the requirement that our fixed charge coverage ratio be greater than
1.5 times; and the requirement that our net worth be in excess of $1.5 billion. Our financial covenants also include a
restriction on dividends or distributions of more than 90% of our funds from operations (as defined in the unsecured
credit facility agreement). If we are in default in respect to our obligations under the unsecured credit facility
agreement, dividends will be limited to the amount necessary to maintain REIT status. We anticipated we would not
meet all requirements with respect to the dividend restriction covenant under the unsecured credit facility for the
nine months ended September 30, 2004 and the year ended December 31, 2004. As such, we requested and received
a waiver from the lenders of the unsecured credit facility which waives said requirements for such covenant for the
nine months ended September 30, 2004 and the year ended December 31, 2004. Other than noted, at December 31,
2004, we were in compliance with these financial covenants.

We also have available an effective shelf-registration statement under which we may offer and sell of up to
an aggregate amount of $750.0 million of common stock, preferred stock, depositary shares representing shares of
our preferred stock and warrants exercisable for common stock or preferred stock. However, our ability to raise
funds through sales of common stock, preferred stock, depositary shares representing shares of our preferred stock
and common and preferred stock warrants is dependent upon, among other things, general market conditions for
REITs, market perceptions about our company, the current trading price of our stock and the current interest rates.
The proceeds from the sale of shares of common stock, preferred stock, depositary shares representing shares of our
preferred stock or common and preferred stock warrants, if any, would be used for general corporate purposes,
which may include, among other things, the acquisition of additional properties or the repayment of outstanding
indebtedness.

After dividend distributions, our remaining cash from operations will not be sufficient to allow us to retire
all of our debt as it comes due. Accordingly, we will be required to refinance maturing debt or repay it utilizing
proceeds from property dispositions or the issuance of equity securities. Qur ability to refinance maturing debt will
be dependent on our financial position, the cash flow from our properties, the value of our properties, liquidity in the
debt markets and general economic and real estate market conditions. There can be no assurance that such
refinancing or proceeds will be available or be available on economical terms when necessary in the future.

Contractual Obligations
The following table summarizes our contractual obligations as of December 31, 2004:

Payments Due by Period (8§ in thousands)

Less than 1-3 3-5 More than
Total 1- Year Years Years 5- Years
Long-term debt obligations® $ 2,069,282 $ 51,127 $ 525,758 $ 527,794 3 964,603
Ground lease obligations 229,072 1,119 2,365 2,512 223,076
Operating lease obligations 1,347 1,008 290 45 4
Purchase obligations® 36,037 20,403 6,379 3,853 5,402
Tenant obligations 87,233 66,829 13,119 4,205 3,080
Total $ 2422971 $ 140,486 $ 547911 $ 538,409 $ 1,196,165
49)] Included on balance sheet.
2) Purchase obligations include agreements to purchase goods or services that are enforceable and legally binding and that

specify all significant terms, including: fixed or minimum quantities to be purchased; fixed, minimum or variable price
provisions; and the approximate timing of the transaction.
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We have various standing or renewable service contracts with vendors related to our property management
that provide for cancellation with insignificant or no cancellation penalties and, therefore, have not been included in
the above table.

Off-Balance Sheet Arrangements

As part of our ongoing business, we do not participate in transactions that generate relationships with
unconsolidated entities or financial partnerships, such as entities often referred to as structured finance or special
purpose entities, which would have been established for the purpose of facilitating off-balance sheet arrangements or
other contractually narrow or limited purposes. Therefore, we do not believe that we currently have any off-balance
sheet arrangements.

Cash Flow Activity

At December 31, 2004, we had $194.3 million in cash and cash equivalents as compared to $129.3 million
at December 31, 2003. The increase is a result of the following cash flows:

For the years ended December 31

2004 2003 2002
(dollars in thousands)
Cash provided by operating activities..............ocoevrvennas $ 288,680 h 249,650 $ 213,119
Cash provided by (used in) investing activities............ 536,119 412,115 (17,376)
Cash used in financing activities «........coceevveerererennnnenn, (759,833) (594,719) (430,924)
$ 64,966 $ 67,046 $ (235,181)

Operating Activities

Cash provided by operating activities for the year ended December 31, 2004 was approximately $288.7
million compared to approximately $249.7 million for 2003, and approximately $213.1 million for 2002. Cash
flows from operations depend primarily on cash generated from lease payments from leased spaces at our office
properties. The change in cash flows from operating activities is primarily attributable to the factors discussed in
our analysis of results of operations for the year ended December 31, 2004 compared to the years ended December
31, 2003 and 2002, as well as the timing of receipt of revenues and the payment of expenses.

Investing Activities

Net cash provided by (used in) investing activities reflects the ongoing impact of expenditures on tenant
installation costs, capital expenditures, investments in and distributions from unconsolidated real estate joint
ventures, and the impact of acquisitions, developments and dispositions. During the year ended December 31, 2004,
approximately $536.1 million of cash was generated in our investing activities, which are described below. During
the year ended December 31, 2003, we generated approximately $412.1 million of cash in our investing activities as
compared to using approximately $17.4 million in 2002.

Tenant Installation Costs

Our office properties require periodic investments of capital for tenant installation costs related to new and
renewal leasing. Overall stagnant market conditions for the year ended December 31, 2004 resulted in a modest
decrease in vacancies over the same period in the prior year. The stagnant market conditions, combined with sublet
space inventory in our major markets, has increased the downward pressure on rental rates and the upward pressure
on tenant installation costs. For comparative purposes, the absolute total dollar amount of tenant installation costs in
any given period is less relevant than the cost on a per square foot basis. This is because the total is impacted by the
square footage both leased and occupied in any given period. Tenant installation costs consist of tenant allowances
and leasing costs. Leasing costs include leasing commissions paid to third-party brokers representing tenants and
costs associated with dedicated regional leasing teams who represent us and deal with tenant representatives. The
following table reflects tenant installation costs for the total office portfolio, including our share of such costs
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incurred by unconsolidated joint ventures, for both new and renewal office leases that commenced during the
respective periods, regardless of when such costs were actually paid. The square feet leased data in the table
represents our pro rata owned share of square feet leased.

For the years ended December 31
2004 2003 2002

(in thousands)
Square feet leased

= NEW 1€ASINZ...cieivicieerieiecricee et 2,727 3,196 3,533
- renewal 12asing........cooceeevnerivniincrinenn, 2,784 2,982 2,980
Tenant square feetleased....................cccoeceiierinnnn. 5,511 6,178 6,513
Tenant installation costs....................ocoovvvviveeeenn.. $ 114,027 $ 91,618 $ 87,311
Capital Expenditures

To maintain the quality of our properties and preserve competitiveness and long-term value, we pursue an
ongoing program of capital expenditures, certain of which are not recoverable from tenants. For the year ended
December 31, 2004, capital expenditures for the total office portfolio, including our share of such expenditures
incurred by unconsolidated real estate joint ventures, was approximately $13.9 million (2003-$21.6 million;
2002-3$35.9 million). Recurring capital expenditures include, for example, the cost of roof replacement and the cost
of replacing heating, ventilation, air conditioning and other building systems. In addition to recurring capital
expenditures, expenditures are made in connection with non-recurring events such as asbestos abatement or removal
costs, any major mechanical attribute or system replacement, and any redevelopment or reconstruction costs directly
attributable to extending or preserving the useful life of the base building. Furthermore, as part of our office
acquisitions, we have routinely acquired and repositioned properties in their respective markets, many of which have
required significant capital improvements due to deferred maintenance and the existence of shell space requiring
initial tenant build-out at the time of acquisition. Some of these properties required substantial renovation to enable
them to compete effectively. We take these capital improvement and new leasing tenant inducement costs into
consideration at the time of acquisition when negotiating our purchase price.

Reconciliation to Consolidated Statements of Cash Flows

The above information includes tenant installation costs granted, including leasing costs, and capital
expenditures for the total portfolio, including our share of such costs granted by unconsolidated joint ventures, for
leases that commenced during the periods presented. The amounts included in our consolidated statements of cash
flows represent the actual cash spent during the periods, excluding our share of such costs and expenditures incurred
by unconsolidated joint ventures. The differences between these amounts represent timing differences between the
lease commencement dates and the actual cash expenditures. The reconciliation between the above amounts and
our consolidated statements of cash flows is as follows:

For the years ended December 31
2004 2003 2002

(dollars in thousands)

Tenant installation costs, including leasing costs, for

the owned office portfolio .....c.cceeeiciiiiriinnn, $ 114,027 3 91,618 3 87,311
Tenant installation costs, including leasing costs, for

properties disposed of during the period ................. 20,506 3,140 2,689
Capital expenditures ......ccoooveiierenien e 13,938 21,590 35,976
Pro rata joint venture activity.........coveereieeesironsnnnnnn. (6,210) (13,016) (14,988)
Timing differences........cooeeevvineiiniiciiecen, (13,607) 4911 (3,345)
Retall aCtivity.......cccoveirreecceininenise e 150 6,942 1,892

Total tenant improvements, leasing costs and
capital expenditures per combined
consolidated statement of cash flows ................. $ 128,804 3 115,185 3 109,535
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Acquisitions

In August 2004, we acquired Bank of America Plaza, located at 333 South Hope Street, Los Angeles,
California, from an unrelated third party for approximately $420.7 million.

In November 2004, we acquired an interest in an entity that owns 2001 M Street, located in Washington,
DC, from an unrelated third party valued at approximately $75.6 million (see discussion below).

Dispositions

During the year ended December 31, 2004, we sold fifteen office properties, a partial interest in one office
property, a partial interest in a joint venture development, two retail properties and three land parcels, generating
aggregate net proceeds of approximately $959.9 million, or approximately $680.1 million after debt repayment.

Consolidated Real Estate Joint Ventures
Hollywood & Highland Hotel

We elected to adopt the implementation of FIN No. 46R (hereinafter defined) as of December 31, 2003 and
applied the provisions of FIN No. 46R for all entities as of such date. In applying the provisions of FIN No. 46R to
all entities, we determined that the Hollywood & Highland Hotel was a VIE and we were its primary beneficiary.
As such, we consolidated the financial position and results of operations of the Hollywood & Highland Hotel as of
December 31, 2003.

The Hollywood & Highland Hotel is a 640-room hotel located in Los Angeles, California. At December
31, 2003, we had a 91.5% ownership and economic interest in an entity that owns the Hollywood & Highland Hotel.
Prior to December 31, 2003, we accounted for the Hollywood & Highland Hotel as an investment in an
unconsolidated real estate joint venture. On December 31, 2003, we consolidated the Hollywood & Highland Hotel.
The net impact of the consolidation of the Hollywood & Highland Hotel was an increase in our consolidated assets
of approximately $94.0 million, representing the net book value of the real estate, cash and cash equivalents and
other assets. In addition, we consolidated approximately $81.5 million of mortgage debt related to the Hollywood &
Highland Hotel. Our maximum exposure to loss was approximately $81.5 million, representing the amount of
mortgage debt outstanding at December 31, 2003. Upon consolidation of the Hollywood & Highland Hotel, we
recognized a cumulative effect of a change in accounting principle of approximately $3.8 million representing the
minority member’s share of the Hollywood & Highland Hotel’s non-recoverable cumulative losses. On February 27,
2004, we sold the Hollywood & Highland Hotel.

Trizec 2001 M Street Holdings LLC

In November 2004, we entered into a joint venture, Trizec 2001 M Street Holdings LLC, with an unrelated
third party to purchase an interest in an entity that owns 2001 M Street. Trizec 2001 M Street Holdings LLC is
owned 98% by us and 2% by a third party. Trizec 2001 M Street Holdings LLC acquired such interest from an
unrelated third party valued at approximately $75.6 million. The property is encumbered by a non-recourse
mortgage loan of approximately $44.5 million, bearing interest at a fixed rate of 5.25% and scheduled to mature in
December 2014. The remainder of the purchase price was funded with proceeds from the 2004 unsecured credit
facility.

Unconsolidated Real Estate Joint Ventures

In April 2004, the JBG/TrizecHahn Waterview Venture L.L.C., a joint venture through which we owned an
80% interest in the Waterview Development, located in Arlington, Virginia, sold the property, a mixed-use
development parcel, to a newly formed joint venture, Waterview L.P., in which we acquired a 25% interest. The
JBG/TrizecHahn Waterview Venture L.L.C. recognized a gain on disposition of real estate of approximately $1.1
million in conjunction with such sale.
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In May 2004, we entered into a joint venture agreement with a third party to own and operate Plaza of the
Americas, located in Dallas, Texas. Prior to the formation of Trizec Plaza of the Americas, L.P., Plaza of the
Americas was 100% owned by us. In conjunction with the formation of Trizec Plaza of the Americas, L.P., we sold
a 50% interest in Plaza of the Americas to the third party for a net sales price of approximately $47.8 million,
resulting in a net loss on disposition of real estate of approximately $20.8 million. In conjunction with the sale of
our 50% interest in Plaza of the Americas, we determined that the fair value of Plaza of the Americas, based upon
the contract price, was less than our carrying value of such asset. Accordingly, we recognized a provision for loss
on real estate of approximately $12.7 million related to our 50% interest in Plaza of the Americas to reduce the
carrying value of such property to its fair value.

As part of the periodic assessment of our real estate investments relative to both the extent to which such
investments are consistent with our long-term real estate investment objectives and performance and prospects of
each investment, we determined in the second quarter of 2004 that our investment in Main Street Partners, L.P., a
Jjoint venture through which we own a 50% interest in Bank One Center in Dallas, Texas, was impaired. As a result
of the reassessment of the anticipated future operating results of such non-core investment, we determined that our
investment in such joint venture was impaired. We recognized a provision for loss on investment of approximately
$14.6 million to reduce the carrying value of such investment to its fair value.

During the year ended December 31, 2004, we made cash and non-cash contributions and advances to our
unconsolidated real estate joint ventures in the aggregate amount of approximately $97.7 million, and received
distributions from our unconsolidated real estate joint ventures in the aggregate amount of approximately $253.6
million. Included in distributions received from our unconsolidated real estate joint ventures is approximately
$167.2 million of distributions received from the Swig Joint Ventures (defined hereinafter) due to proceeds received
from the refinancing of its mortgage loan. This distribution exceeded our cumulative investment in the Swig Joint
Ventures (defined hereinafter) by approximately $43.2 million, which has been recorded in other accrued liabilities.

Financing Activities

During the year ended December 31, 2004, we used approximately $759.8 million in our financing
activities due primarily to approximately $882.3 million of principal repayments on mortgage debt, approximately
$279.8 million of repayments of mortgage debt and other loans upon property dispositions and approximately $10.9
million of financing fees related to refinancing of certain mortgage debt and financing costs incurred in conjunction
with our $750.0 million unsecured credit facility. We also established an escrow of approximately $28.7 million
related to the modification and subsequent payment in full of the mortgage loan related to the sale of 250 West Pratt
Street, located in Baltimore, Maryland. Additionally, we incurred and paid approximately $3.8 million in settlement
of forward rate contracts used to lock into a maximum effective interest rate on certain mortgage debt. We also paid
approximately $126.0 million in dividends to our stockholders. These uses were partially offset by proceeds from
mortgage debt financings and refinancings, net draws on our unsecured line of credit and proceeds from the issuance
of common stock.

At December 31, 2004 our consolidated debt was approximately $2.2 billion. The weighted average

interest rate on our debt was 6.21% and the weighted average maturity was approximately 4.9 years. The table that
follows summarizes the mortgage and other loan debt at December 31, 2004 and December 31, 2003:
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December 31
Debt Summary 2004 2003

(dollars in thousands)

Balance:
FIX@A FALE ....oceiiiiiiieii ettt ettt n v sera st $ 2,110,511 $ 2,608,877
Variable rate subject to Interest rate CaPS ......vcvvvvereeerrercrerinnveersrensnnees - 120,000
Variable TALE ...vei ittt ete s e e tbe st e se e stra e 108,771 138,098
TOLALL vttt ettt stttk t e sb ettt et et e ete b e $ 2,219,282 $ 2,866,975
Collateralized ProPerty ......covivvveveeirereeieernr st $ 2,024,055 $ 2,806,233
Unsecured credit facility.....ccoovoevirireniiiieneceeere e e 150,000 -
OTNET LOANS ..vviieiiviiieeie et et e et e et e e s e e e atne e e esene e s eneeaaes 45,227 60,742
TOLAL .ottt $ 2,219,232 $ 2,866,975
Percent of total debt:
FAXEA TALE ...oeeritieeiiei ettt csae e eitae e e e aee e eebaesasaestbaanseessabasneennns 95.1% 91.0%
Variable rate subject t0 iNterest 1ate Caps .......occvvvrieiciiiinneciniccniines % 4.2%
Variable TAE ...oovveiiiieie ettt se ettt s et ere s sanestnenreas 4.9% 4.8%
TOLAL oottt 100.0% 100.0%
Weighted average interest rate at period end:
FIX@A TR ...oceiii ettt ettt ettt er e an e 6.33% 5.95%
Variable rate subject to interest rate Caps .....c.ccovvvvevirriecceiiiiiiieeicninees -% 3.91%
Variable TALE ...ocvveeiiirie et st cr ettt et saae e s 3.87% 4.20%
TOAL ettt ettt 6.21% 5.78%
Leverage ratio:
Net debt to net debt plus book eqUItY ......eecvvvveeiivee it 53.1% 59.2%

The variable rate debt shown above bears interest based primarily on various spreads over LIBOR. The
leverage ratio is the ratio of mortgage and other debt to the sum of mortgage and other debt and the book value of
stockholders’ equity. The decrease in our leverage ratio from December 31, 2003 to December 31, 2004 was
primarily attributable to the repayment of existing debt upon the sale of non-core properties.

Unsecured Credit Facility

We entered into a three-year, $350.0 million revolving credit facility, the 2001 Revolving Credit Facility,
with a group of banks in the fourth quarter of 2001. In the fourth quarter of 2002, the group of banks unanimously
agreed to amend and restate the 2001 Revolving Credit Facility and we entered into the 2002 Revolving Credit
Facility. Generally, in exchange for the receipt of collateral, the group of banks agreed to provide more flexible
financial covenants than had been originally negotiated. In June 2004, we retired the 2002 Revolving Credit Facility
and entered into a $750.0 million unsecured credit facility with a group of banks, the 2004 Unsecured Credit
Facility. The 2004 Unsecured Credit Facility consists of a $600.0 million revolving component and a $150.0
million term component, bears interest at LIBOR plus a spread of 1.15% to 2.0% based on our total leverage, and
matures in June 2007. The financial covenants, as defined in the 2004 Unsecured Credit Facility, include the
quarterly requirements for the total leverage ratio not to exceed 65.0% during year one, 62.5% during year two and
60.0% during year three; the requirement for the interest coverage ratio to be greater than 2.0 times; the requirement
for the fixed charge coverage ratio to be greater than 1.5 times; and the requirement for the net worth to be in excess
of $1.5 billion. Qur financial covenants also include a restriction on dividends or distributions of more than 90% of
our funds from operations (as defined in the 2004 Unsecured Credit Facility agreement). If we are in default in
respect of our obligations under the 2004 Unsecured Credit Facility agreement, dividends will be limited to the
amount necessary to maintain REIT status. At December 31, 2004, we were in compliance with these financial
covenants. Certain conditions of the 2004 Unsecured Credit Facility may restrict the amount eligible to be borrowed
at any time. In conjunction with the retirement of the 2002 Revolving Credit Facility, we recorded a loss on early
debt retirement of approximately $1.4 million comprised of the write-off of unamortized deferred financing costs.
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At December 31, 2004, the amount eligible to be borrowed under the 2004 Unsecured Credit Facility was
approximately $484.9 million, $150.0 million of which was drawn and outstanding. At December 31, 2003, the
amount eligible to be borrowed under the 2002 Revolving Credit Facility was approximately $217.0 million, none of
which was drawn and outstanding.

Financing, Refinancing and Early Debt Retirement

In January 2004, we refinanced the $120.0 million mortgage loan on Ernst & Young Plaza in Los Angeles,
California, which bore interest at a variable rate of LIBOR plus 2.75% and was scheduled to mature in June 2004,
with a $120,000 mortgage loan bearing interest at a fixed rate of 5.07% and scheduled to mature in February 2014.
In December 2003, we entered into forward rate swap agreements to lock in a maximum effective interest rate on
the refinanced mortgage loan. The forward rate swap agreements were entered into at current market rates and,
therefore, had no initial cost. Upon closing of the refinanced mortgage loan, we paid approximately $3.8 million in
settlement of the forward rate swap agreements, which has been recorded in other comprehensive income. The
approximately $3.8 million paid on settlement of the forward rate swap agreements will be amortized to interest
expense over the life of the mortgage loan. In addition, we recorded a loss on early debt retirement of
approximately $0.3 million, comprised primarily of the write-off of unamortized deferred financing costs.

In February 2004, we paid off and retired the mortgage loan on Galleria Towers in Dallas, Texas. The
mortgage loan had a principal balance of approximately $133.5 million, bore interest at a fixed rate of 6.79% and
was scheduled to mature in May 2004. In conjunction with the pay off and retirement of the mortgage loan, we
recorded a loss on early debt retirement of approximately $0.04 million, comprised primarily of the write-off of
unamortized deferred financing costs.

In June 2004, we repaid the mortgage loan on 1065 Avenue of the Americas in New York, New York. The
mortgage loan had a principal balance of approximately $36.5 million, bore interest at a fixed rate of 7.18% and was
scheduled to mature in December 2004.

In July 2004, we paid off and retired the mortgage loan on Newport Tower in Jersey City, New Jersey. The
mortgage loan had a principal balance of approximately $102.8 million, bore interest at a fixed rate of 7.09% and
had a maturity date of November 2004.

In July 2004, we paid down approximately $444.1 million of our variable rate commercial mortgage pass-
through certificates primarily by drawing on the 2004 Unsecured Credit Facility. The variable interest rate
commercial mortgage pass-through certificates bore interest at a variable rate of LIBOR plus various spreads
between 0.289% and 0.529% and were scheduled to mature between 2006 and 2008. In conjunction with the pay
down of the variable interest rate commercial mortgage pass-through certificates, we recorded a loss on early
retirement of debt of approximately $3.2 million, comprised of the write-off of unamortized deferred financing costs
of approximately $2.4 million and a prepayment fee of approximately $0.9 million.

In August 2004, in conjunction with the acquisition of Bank of America Plaza, located at 333 South Hope
Street, Los Angeles, California, we entered into two non-recourse mortgage loans totaling approximately $242.0
million, bearing interest at an average fixed rate of 5.31% and scheduled to mature in September 2014.

In November 2004, we paid off and retired the mortgage loan on Bank of America Plaza, in Columbia,
South Carolina. The mortgage loan had a principal balance of approximately $19.9 million, bore interest at a fixed
rate of 6.90% and had a maturity date of March 2005. The Corporation sold Bank of America Plaza in December
2004.

In December 2004, in conjunction with the sale of 250 West Pratt Street, located in Baltimore, Maryland,
we and the lender of the mortgage loan collateralized by such property, agreed to modify certain terms of the
mortgage loan. The lender of the mortgage loan agreed to release the property as collateral for the mortgage loan in
consideration of the establishment of an escrow, for the benefit of the lender, in the amount of approximately $28.7
million. The escrow is comprised of funds to be used to repay the full outstanding principal balance of the mortgage
loan as well as interest payments through January 3, 2005. On January 3, 2005, the funds held in escrow were
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released to the lender. The escrow funds of approximately $28.7 million are included in restricted cash on our
balance sheet at December 31, 2004,

In conjunction with the sale of real estate during the year ended December 31, 2004, we paid off
approximately $279.8 million of mortgage debt, resulting in a loss on early debt retirement of approximately $2.0
million comprised primarily of the write-off of unamortized deferred financing costs, partially offset by the
forgiveness of debt.

Property loans are collateralized by deeds of trust or mortgages on properties and mature on various dates
between January 2005 and December 2014.

Hedging Activities

At December 31, 2004 and 2003, we had outstanding interest rate swap contracts in the notional amount of
$150.0 million, bearing a weighted average interest rate of 6.02% and maturing on March 15, 2008. In addition, at
December 31, 2003, we had outstanding interest rate swap contracts in the notional amount of $500.0 million,
bearing a weighted average interest rate of 2.61% plus various spreads and maturing between July 1, 2005 and
January 1, 2006. For the year ended December 31, 2004, we recorded unrealized derivative gains, related to interest
rate swap contracts, through other comprehensive income of approximately $13.2 million. For the years ended
December 31, 2003 and 2002, we recorded unrealized derivative losses, related to interest rate swap contracts,
through other comprehensive income of approximately $4.3 million and $15.2 million, respectively. Due to the pay
off and retirement of certain amounts of variable rate debt during the year ended December 31, 2004, and due to the
anticipated pay off and retirement of certain variable rate debt in the future, we de-designated interest rate swap
contracts in the notional amount of $375.0 million. In December 2004, we settled $500.0 million of interest rate
swap contracts. As a result of the settlement of $500.0 million of interest rate swap contracts, we realized a
derivative gain of approximately $1.1 million for the year ended December 31, 2004. At December 31, 2004, the
debt hedged by the remaining interest rate swap contracts was classified as fixed in the above table. The aggregate
cost to unwind these interest rate swap contracts was approximately $9.2 miilion and $20.3 million at December 31,
2004 and 2003, respectively. We expect to amortize approximately $5.5 million from other comprehensive income
into earnings within the next twelve months.

In June 2002, we entered into interest rate cap contracts that expired in June 2004 on $120.0 million of our
variable rate debt, which limited the underlying LIBOR interest rate on such debt to 6.50%. At December 31, 2003,
the fair value of these interest rate cap contracts was nominal. In addition, and not reclassified in the table above at
December 31, 2003, we entered into an interest rate cap contract that expired in April 2004 on approximately $584.7
million of our variable rate debt, which limited the underlying LIBOR rate on such debt to 11.01%. At December
31, 2003, the fair value of this interest rate cap contract was nominal.

In April 2004, we elected to exercise the first of two one-year extensions on approximately $272.7 million
of our variable interest rate commercial mortgage pass-through certificates, thereby extending the maturity date of
such variable interest rate commercial mortgage pass-through certificates to April 2005. In conjunction with such
extension, we entered into an interest rate cap agreement expiring on April 15, 2005 that limits the underlying
LIBOR interest rate on the variable interest rate commercial mortgage pass-through certificates to 8.93%.

Unconsolidated Joint Venture Mortgage Debt

The consolidated mortgage and other debt information presented above does not reflect indebtedness
secured by property owned in joint venture partnerships as they are accounted for under the equity method of
accounting. At December 31, 2004 and 2003, our pro rata share of this debt amounted to approximately $420.2
million and $232.7 million, in the aggregate, respectively.

In March 2004, 1114 TrizecHahn-Swig, L.L.C. and 1411 TrizecHahn-Swig, L.L.C., joint ventures through
which we own 50% interests in The Grace Building and 1411 Broadway, respectively, together, the Swig Joint
Ventures, repaid and retired a mortgage loan with a principal balance of approximately $39.8 million that bore
interest at a rate of LIBOR plus 3.5%. We loaned our joint venture partner approximately $20.0 million in
conjunction with the debt pay off and retirement. The loan to our joint venture partner bore interest at a rate of
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LIBOR plus 2.75%, was payable in full on the earlier of March 18, 2005 or the refinancing of the joint venture’s
remaining mortgage loan, and was collateralized by the joint venture partner’s investment in the joint venture. The
loan to our joint venture partner was repaid in full and retired in June 2004 in conjunction with the refinancing
discussed below.

In June 2004, the Swig Joint Ventures refinanced an approximately $206.9 million mortgage loan, which
bore interest at a fixed rate of 7.50% and was scheduled to mature in March 2005, with two mortgage loans totaling
approximately $600.0 million, bearing interest at an average fixed rate of 5.52% and scheduled to mature in July
2014. In May 2004, the Swig Joint Ventures entered into forward rate swap agreements to lock in a maximum
effective interest rate on the refinanced mortgage loans. The forward rate swap agreements were entered into at
current market rates and, therefore, had no initial cost. Upon closing of the refinanced mortgage loans, we advanced
approximately $11.5 million to the Swig Joint Ventures and the Swig Joint Ventures paid approximately $11.5
million to settle the forward rate swap agreements, which has been recorded in other comprehensive income. The
approximately $11.5 million paid on settlement of the forward rate swap agreements will be amortized into interest
expense over the life of the mortgage loan. The Swig Joint Ventures recorded a loss on early debt retirement of
approximately $10.2 million comprised primarily of the write-off of unamortized deferred financing costs and a
yield maintenance fee.

In June 2004, Trizec Plaza of the Americas, L.P. entered into an approximately $68.0 million mortgage
loan, bearing interest at a fixed rate of 5.12% and maturing in June 2011. Plaza of the Americas was removed from
a pool of cross-collateralized loans that are part of a 2001 commercial mortgage-backed securities financing.

In August 2004, Main Street Partners, L.P. repaid and retired the mezzanine loan on Bank One Center. The
mezzanine loan had a principal balance of approximately $19.1 million, bore interest at a variable rate of 11.9% and
was scheduled to mature in December 2004. Main Street Partners, L.P. recorded a loss on early debt retirement of
approximately $0.1 million comprised of the write off of unamortized deferred financing costs.

Liability for Obligations of Partners

We were contingently liable for certain obligations related to the Hollywood & Highland Hotel, one of our
consolidated real estate joint ventures. At December 31, 2003, we had guaranteed or were otherwise contingently
liable for an approximately $74.0 million mortgage loan that was scheduled to mature in April 2005. All of the
assets of the Hollywood & Highland Hotel were available for the purpose of satisfying this obligation. On February
27, 2004, we sold the Hollywood & Highland Complex and, thus, are no longer contingently liable for obligations
related to the Hollywood & Highland Hotel.

Principal Repayments

The table below segregates debt repayments between loans collateralized by our office properties and our
other loans.

Some of our collateralized loans are cross-coilateralized or subject to cross-default or cross-acceleration
provisions with other loans.
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Total Debt'?

Office Other Total

(dollars in thousands)
Principal repayments due in:

Balance of 2005 3 22,253 $ 28,874 $ 51,127
2006 429,286 386 429,672
2007 95,814 272 96,086
2008 512,347 276 512,623
2009 14,876 295 15,171
Subsequent to 2009 949,479 15,124 964,603
TOAL oottt $ 2,024,055 $ 45,227 $ 2,069,282
Weighted average interest rate at December 31,
2004 .....cceceet ittt ettt b e 6.31% 6.43% 6.32%
Weighted average term to maturity (ifl Years) ......c.ccvcereeerreenencas 52 2.5 5.1

Percentage of fixed rate debt including
variable rate debt subject to interest rate
caps and interest rate SWap CONTIACTS......coovviiiminnicicsnininnns 100.0% 100.0% 100.0%

M Excludes unsecured credit facility.

Dividends

On March 10, 2004, we declared a quarterly dividend of $0.20 per share of common stock, payable on
April 15, 2004, to the holders of record at the close of business on March 31, 2004. On June 14, 2004, we declared
a quarterly dividend of $0.20 per share of common stock, payable on July 15, 2004, to the holders of record at the
close of business on June 30, 2004. On Septemberl4, 2004, we declared a quarterly dividend of $0.20 per share of
common stock, payable on October 15, 2004, to the holders of record at the close of business on September 30,
2004. On December 10, 2004, we declared a quarterly dividend of $0.20 per share of common stock, payable on
January 15, 2005, to the holders of record at the close of business on December 31, 2004. The aggregate amount of
dividends paid on April 15, 2004, July 15, 2004, October 15, 2004, and January 15, 2005 totaled approximately
$30.5 million, $30.5 million, $30.5 million, and $30.6 million, respectively.

On March 10, 2004, we declared an aggregate dividend of approximately $0.005 million for the Class F
convertible stock, payable on April 15, 2004, to the holders of record at the close of business on March 31, 2004.
We accrued an additional $0.001 dividend for the Class F convertible stock on March 31, 2004, June 30, 2004,
September 30, 2004, and December 31, 2004, respectively.

On March 10, 2004, we declared an aggregate dividend of approximately $0.6 million for the special voting
stock, payable on April 15, 2004, to the holders of record at the close of business on March 31, 2004, and accrued an
additional $0.7 million dividend for the special voting stock. On June 14, 2004, we declared an aggregate dividend
of approximately $0.6 million for the special voting stock, payable on July 15, 2004, to the holders of record at the
close of business on June 30, 2004, and accrued an additional $0.6 million dividend for the special voting stock. On
September 14, 2004, we declared an aggregate dividend of approximately $1.7 million for the special voting stock,
payable on October 15, 2004, of which, approximately $0.3 million had been previously accrued, to the holders of
record at the close of business on September 30, 2004. On December 10, 2004, we declared an aggregate dividend
of approximately $1.8 million for the special voting stock, payable on January 15, 2005, of which approximately
$0.9 million had been previously accrued to the holders of record at the close of business on December 31, 2004.

For federal income tax purposes, 84.1% of the dividends paid to common stockholders in 2004 represents
ordinary income. Approximately 21.0% of the ordinary dividend income is treated as qualified dividends.
Approximately 15.9% of the dividends paid to common stockholders in 2004 represents return of capital. The
Alternative Minimum Tax adjustments apportioned to the common stockholders in 2004 is $(0.13) per share.
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Provision for Loss on Real Estate

In May 2004, we entered into a joint venture agreement with a third party to own and operate Plaza of the
Americas, located in Dallas, Texas (“Trizec Plaza of the Americas, L.P.”). Prior to the formation of Trizec Plaza of
the Americas, L.P., Plaza of the Americas was 100% owned by us. In conjunction with the formation of Trizec
Plaza of the Americas, L.P, we sold a 50% interest in Plaza of the Americas to the third party for a net sales price of
approximately $47.8 million, resulting in a net loss on disposition of real estate of approximately $20.8 million. In
conjunction with the sale of our 50% interest in Plaza of the Americas, we determined that the fair value of Plaza of
the Americas, based upon the contract price, was less than our carrying value of such asset. Accordingly, we
recognized a provision for loss on real estate of approximately $12.7 million related to our 50% interest in Plaza of
the Americas to reduce the carrying value of such property to its fair value.

Provision for Loss and Recovery of Provision for Loss on Discontinued Real Estate

As part of the periodic assessment of our real estate properties relative to both the extent to which such
assets are consistent with our long-term real estate investment objectives and the performance and prospects of each
asset, we determined in the second quarter of 2004 that our investments in seven real estate properties were
impaired. Given our strategy focused on owning core real estate in our seven core markets, we reduced our
anticipated recovery period of certain of our remaining non-core assets. As a result of the reduction in the
anticipated holding period, together with a reassessment of the anticipated future operating income of such non-core
real estate properties and the effects of new competition and demand for the properties, we determined that our
investments in the Borden Building, Park Central I, 1333 Main Street, Lakeside Centre, New Market Business Park,
Bank of America — Columbia and Williams Center I & II were impaired. In accordance with SFAS No. 144, we
recorded a provision for loss on discontinued real estate in the aggregate amount of approximately $78.3 million in
the second quarter of 2004 to reduce the book value of such non-core assets to their estimated fair values. During the
third quarter of 2004, we entered into agreements to sell Lakeside Centre, New Market Business Park and Bank of
America- Columbia at sales prices in excess of previous expectations. In accordance with SFAS No. 144, we
reduced our provision for loss on discontinued real estate in the aggregate amount of approximately $9.6 million to
increase the book values of Lakeside Centre, New Market Business Park and Bank of America — Columbia to their
fair values based upon established contract prices, less estimated costs to sell.

During the second quarter of 2004, internal valuations indicated that the value of Gateway Center, located
in Pittsburgh, Pennsylvania, had declined. Accordingly, a provision for loss on real estate in the amount of
approximately $40.3 million was recorded in the second quarter of 2004. Gateway Center was encumbered by a
mortgage loan in the principal amount of approximately $39.8 million. In August 2004, we received a notice of
default related to the debt service from the lender of the mortgage loan on Gateway Center. In September 2004, we
and the lender of the mortgage loan on Gateway Center agreed to modify certain terms of such mortgage loan
primarily to reduce the yield maintenance penalty upon prepayment of the mortgage loan, as well as to allow the
lender of the mortgage loan to participate in sales proceeds in excess of certain debt repayment and debt repayment
costs upon the sale of Gateway Center. In conjunction with this loan modification, the lender of the mortgage loan
granted a forbearance with respect to any default by us under the terms of the mortgage loan prior to modification.
If we default on any of the terms of the loan modification, the forbearance becomes null and void and the lender of
the mortgage loan is entitled to exercise all of its rights and remedies under the original mortgage loan, including
acceleration of the payment of the mortgage loan in full.

Market Risk — Quantitative and Qualitative Information

Market risk is the risk of loss from adverse changes in market prices and interest rates. Our future earnings,
cash flows and fair values relevant to financial instruments are dependent upon prevailing market interest rates. The
primary market risk facing us is long-term indebtedness, which bears interest at fixed and variable rates. The fair
valus of our long-term debt obligations is affected by changes in market interest rates. We manage our market risk
by matching long-term leases on our properties with long-term fixed rate non-recourse debt of similar durations. At
December 31, 2004, approximately 95.1%, or approximately $2.1 billion, of our outstanding debt had fixed interest
rates (including variable rate debt subject to interest rate caps and interest rate swap agreements), which minimizes
the interest rate risk until the maturity of such outstanding debt.
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We utilize certain derivative financial instruments at times to limit interest rate risk. Interest rate protection
agreements are used to convert variable rate debt to a fixed rate basis or to hedge anticipated financing transactions.
Derivatives are used for hedging purposes rather than speculation. We do not enter into financial instruments for
trading purposes. We have entered into hedging arrangements with financial institutions we believe to be
creditworthy counterparties. Our primary objective when undertaking hedging transactions and derivative positions
is to reduce our floating rate exposure, which, in turn, reduces the risks that variable rate debt imposes on our cash
flows. Our strategy partially protects us against future increases in interest rates. At December 31, 2004, we had
hedge contracts totaling $150.0 million. Hedge contracts totaling $150.0 million convert variable rate debt at
LIBOR plus various spreads to a fixed rate of 6.02% and mature on March 15, 2008. We may consider entering into
additional hedging agreements with respect to all or a portion of our variable rate debt. We may borrow additional
money with variable rates in the future. Increases in interest rates could increase interest expense in unhedged
variable rate debt, which, in turn, could affect cash flows and our ability to service our debt. As a result of the
hedging agreements, decreases in interest rates could increase interest expense as compared to the underlying
variable rate debt and could result in us making payments to unwind such agreements.

At December 31, 2004, our total outstanding debt was approximately $2.2 billion, of which approximately
$108.8 million (exclusive of debt subject to interest rate caps) was variable rate debt after the impact of the hedge
agreements. At December 31, 2004, the average interest rate on variable rate debt was approximately 3.87%.
Taking the hedging agreements into consideration, if market interest rates on our variable rate debt were to increase
by 10% (or approximately 39 basis points), the increase in interest expense on the variable rate debt would decrease
future earnings and cash flows by approximately $0.4 million annually. If market rates of interest increase by 10%,
the fair value of the total debt outstanding would decrease by approximately $46.0 million.

Taking the hedging agreements into consideration, if market rates of interest on the variable rate debt were
to decrease by 10% (or approximately 39 basis points), the decrease in interest expense on the variable rate debt
would increase future earnings and cash flows by approximately $0.4 million annually. If market rates of interest
decrease by 10%, the fair value of the total outstanding debt would increase by approximately $47.6 million.

These amounts were determined solely by considering the impact of hypothetical interest rates on our
financial instruments. These analyses do not consider the effect of the reduced level of overall economic activity
that could exist in an environment with significantly fluctuating interest rates. Further, in the event of significant
change, management would likely take actions to further mitigate our exposure to the change. Due to the
uncertainty of specific actions we may undertake to minimize possible effects of market interest rate increases, this
analysis assumes no changes in our financial structure.

Related Party Transactions

In connection with the corporate reorganization, we entered into a tax cooperation agreement with
TrizecHahn Office Properties, Ltd., a wholly-owned, Canadian subsidiary of TrizecHahn Corporation. Under the
agreement, we have agreed to continue to conduct our business activities with regard to the consequences under
Canadian tax legislation to TrizecHahn Office Properties Ltd., related Canadian corporations and Trizec Canada.
Compliance with this agreement may require us to conduct our business in a manner that may not always be the
most efficient or effective because of potential adverse Canadian tax consequences. Furthermore, we may incur
incremental costs due to the need to reimburse these entities for any negative tax consequences.

In connection with the corporate reorganization, we have agreed to provide shared services to TrizecHahn
and therefore continue to provide certain services to assist TrizecHahn in fulfilling its public disclosure obligations
and conducting investor, media and public relations. TrizecHahn has agreed to and continues to provide accounting
services in conjunction with the corporate reorganization. For the years ended December 31, 2004 and 2003, we
have recorded other income of approximately $0.1 million and $0.4 million, respectively, for such services provided
to TrizecHahn. In addition, we have recorded general and administrative expense for the years ended December 31,
2004 and 2003, of approximately $0.4 million and $0.5 million, respectively, for such services provided to us. At
December 31, 2004, we had a receivable balance of approximately $0.5 million and a payable balance of
approximately $0.5 million related to such services. At December 31, 2003, we had a receivable balance of
approximately $0.4 million and a payable balance of approximately $0.5 million related to such services.
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For the years 2002 and 2001, we, in the normal course of business, reimbursed TrizecHahn and/or affiliates
for direct third party purchased services and a portion of salaries for certain employees for direct services rendered.
A significant portion of the reimbursements had been for allocated or direct insurance premiums, which amounted to
approximately $10.9 million and approximately $7.1 million for the years ended December 31, 2002 and 2001,
respectively. For the year ended December 31, 2003, we were reimbursed by TrizecHahn for insurance premiums
that amounted to approximately $0.2 million.

In connection with the corporate reorganization, some outstanding TrizecHahn employee stock options
were cancelled and replaced with options to acquire subordinate voting shares of Trizec Canada. For every
outstanding option to acquire one Trizec Canada subordinate voting share, Trizec Canada, directly or indirectly,
holds one of our warrants entitling Trizec Canada to one share of our common stock at any time prior to the
respective warrant’s expiration date. We expect that Trizec Canada will exercise these warrants whenever and to the
extent that one or more options to acquire Trizec Canada subordinate voting shares are exercised. Trizec Canada’s
anticipated acquisition of one share of our common stock whenever one of its stock options is exercised is intended
to maintain economic equivalence between shares of our common stock and Trizec Canada subordinate voting
shares.

On October 9, 2003, 4172352 Canada, Inc., an affiliate of Trizec Canada Inc., contributed approximately
$4.0 million to us in exchange for preferred membership units in an entity that held a 91.5% interest in the
Hollywood & Highland Hotel. The holders of the preferred membership units were entitled to an initial dividend of
8% per annum, increasing to 12% per annum, as well as any unrecovered capital contribution at the time of
liquidation. On February 27, 2004, we sold the Hollywood & Highland Hotel. We remitted approximately $4.8
million to 4172352 Canada, Inc. in full satisfaction of any outstanding dividends and unrecovered capital
contributions.

In December 2004, we sold 110 William Street, located in New York, New York, to an affiliate of Swig
Investment Company, one of our joint venture partners, for a net sale price of approximately $158.5 million.

Gain Contingencies

In September 2004, we and the Los Angeles County Assessor’s Office presented to the Los Angeles
County Assessment Appeals Board a written stipulation agreeing to the base year value in 2000, and the 2001, 2002,
2003 and 2004 assessed values of the Hollywood & Highland Complex, located in Los Angeles, California. The
stipulation provided for substantial reductions in the assessed value of the Hollywood & Highland Complex for all
years. The Los Angeles County Assessment Appeals Board approved the stipulation and adopted the values as set
forth in the stipulation, which will result in a real estate tax refund. We will recognize this real estate tax refund in
the period it is received.

Beginning in late 2001 and during 2002, we replaced a chiller at One New York Plaza, located in New
York, New York, that was damaged in 2001. Total remediation and improvement costs were approximately $19.1
million. Through December 31, 2004, we have received approximately $12.1 million in insurance proceeds related
to this incident. We have filed a claim for additional proceeds of approximately $7.0 million; however, we cannot
provide assurance that we will be successful in collecting the additional proceeds. We will recognize the additional
proceeds, if any, in the period received.

Other

In June 2004, we established a dividend reinvestment and stock purchase plan which allows stockholders to
reinvest all or a portion of their dividends in additional shares of our common stock. The dividend reinvestment and
stock purchase plan also allows non-stockholders to purchase shares of our common stock through the plan and
provides both stockholders and non-stockholders the option to purchase shares of our common stock without paying
fees or commissions by making optional cash investments of $0.0001 million to $0.01 million per month for current
stockholders or $0.0003 million to $0.01 million per month for persons who are not current stockholders. Purchases
of greater than $0.01 million per month can be accomplished by us granting a waiver to the $0.01 million limit.
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Newly Issued Accounting Standards

In December 2004, the FASB issued SFAS No. 123 (Revised 2004), “Share-Based Payment” (“SFAS No.
123(R)”). SFAS No. 123(R) is a revision of SFAS No. 123, “Accounting for Stock-Based Compensation” (“SFAS
No. 123”) and also supercedes APB Opinion No. 25, “Accounting for Stock Issued to Employees” (“APB No. 25”)
and its related implementation guidance. SFAS No. 123(R) requires that compensation cost is measured as the fair
value of the stock option at the date of grant, eliminates the alternative to use the intrinsic value method of
accounting prescribed in APB No. 25, and clarifies and expands the guidance of SFAS No. 123 in several areas.
SFAS No. 123(R) is effective as of the beginning of the first interim or annual reporting period that begins after June
15, 2005. SFAS No. 123(R) applies to all awards granted, modified, repurchased, or cancelled after the effective
date and the cumulative effect of initially applying SFAS No. 123(R), if any, is to be recognized as of the required
effective date. We will adopt SFAS No. 123(R) commencing as of July 1, 2005 using the modified prospective
application method. We do not expect the requirements of SFAS No. 123(R) to have a material impact on results of
operations, financial position or liquidity.

Inflation

Substantially all of our leases provide for separate property tax and operating expense escalations over a
base amount. In addition, many of our leases provide for fixed base rent increases or indexed increases. We believe
that inflationary increases may be at least partially offset by these contractual rent increases.

Funds from Operations

Funds from operations is a non-GAAP financial measure. Funds from operations is defined by the Board of
Governors of the National Association of Real Estate Investment Trusts, or NAREIT, as net income, computed in
accordance with accounting principles generally accepted in the United States, or GAAP, excluding gains or losses
from sales of properties and cumulative effect of a change in accounting principle, plus real estate related
depreciation and amortization, and after adjustments for unconsolidated partnerships and joint ventures.
Adjustments for unconsolidated partnerships and joint ventures are calculated to reflect funds from operations on the
same basis. Effective as of the fourth quarter of 2003, we adopted the NAREIT calculation of funds from
operations. Prior to our adoption of the NAREIT methodology for calculating funds from operations, we
historically excluded certain items in calculating funds from operations, such as gain on lawsuit settlement, gain on
early debt retirement, minority interest, recovery on insurance claims, effects of provision for loss on real estate and
loss on and provision for loss on investments, net of the tax benefit, that are required to be factored into the
calculation of funds from operations under the NAREIT methodology. We have revised our historical calculation of
funds from operations in accordance with the NAREIT calculation in the table set forth below. Therefore, prior year
amounts also reflect the revised guidance.

We believe that funds from operations is helpful to investors as one of several measures of the performance
of an equity REIT. We further believe that by excluding the effect of depreciation, amortization and gains or losses
from sales of real estate, all of which are based on historical costs and which may be of limited relevance in
evaluating current performance, funds from operations can facilitate comparisons of operating performance between
periods and between other equity REITs. Investors should review funds from operations, along with GAAP net
income and cash flow from operating activities, investing activities and financing activities, when trying to
understand an equity REIT’s operating performance. As discussed above, we compute funds from operations in
accordance with current standards established by NAREIT, which may not be comparable to funds from operations
reported by other REITs that do not define the term in accordance with the current NAREIT definition or that
interpret the current NAREIT definition differently than we do. While funds from operations is a relevant and
widely used measure of operating performance of equity REITS, it does not represent cash generated from operating
activities in accordance with GAAP, nor does it represent cash available to pay distributions and should not be
considered as an alternative to net income, determined in accordance with GAAP, as an indication of our financial
performance, or cash flow from operating activities, determined in accordance with GAAP, as a measure of our
liquidity, nor is it indicative of funds available to fund our cash needs, including our ability to make cash
distributions.
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The following table sets forth the reconciliation of funds from operations to net income available to
common stockholders for the years ended December 31, 2004, 2003 and 2002:

For the years ended December 31

2004 2003 2002
(dollars in thousands)
Net income (loss) available to common stockholders.................. $ 96,489 $ 198,527 $ (188,783)
Add/(deduct):
Gain on disposition of real estate, NEt.........ccoviiiviveeveineiseciere e (7,358) (11,351) (2,996)
Gain on disposition of discontinued real estate, net.............c..o........ (125,508) (58,834) (14,716)

Gain on disposition of real estate from unconsolidated real estate

JOIRE VETULES . cc.vcvric ettt e stnas e (704) (230)
Depreciation and amortization (real estate related) including share

of unconsolidated real estate joint ventures and discontinued

OPETALIONIS ...c.vitieecieti st te s e e e ebe st eeere et stesee e seneneseeareane s 178,847 202,490 190,397
Cumulative effect of a change in accounting principle............c....... - 3,845 -
Funds from operations available to common stockholders........ 3 141,766 $ 334,447 $ (16,098)

Item 7A.  Quantitative and Qualitative Disclosures About Market Risk

Information about quantitative and qualitative disclosures about market risk is incorporated herein by
reference from “Ttem 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Market Risk - Quantitative and Qualitative Information”.

Item 8. Financial Statements and Supplementary Data

See “Index to Financial Statements” on page F-1 of this Form 10-K.
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.
Item 9A.  Controls and Procedures
Conclusion Regarding the Effectiveness of Disclosure Controls and Procedures

Under the supervision and with the participation of our management, including our Chief Executive
Officer and Chief Financial Officer, we conducted an evaluation of the effectiveness of our disclosure controls and
procedures, as such term is defined under Rule 13a-15(e) promulgated under the Securities Exchange Act of 1934,
as amended (the Exchange Act). Based on this evaluation, our management concluded that our disclosure controls
and procedures were effective as of the end of the period covered by this annual report.
Management’s Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial
reporting, as such term is defined in Exchange Act Rules 13a-15(f). Under the supervision and with the
participation of our management, including our Chief Executive Officer and Chief Financial Officer, we conducted
an evaluation of the effectiveness of our internal control over financial reporting based on the framework in /nternal
Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway

Commission. Based on our evaluation under the framework in Internal Control — Integrated Framework, our
management concluded that our internal control over financial reporting was effective as of December 31, 2004.
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Our management’s assessment of the effectiveness of our internal control over financial reporting as of
December 31, 2004 has been audited by PricewaterhouseCoopers LLP, an independent registered public accounting
firm, as stated in their report which is included herein.

Changes in Internal Control Over Financial Reporting

There has been no change in our internal control over financial reporting during our most recent fiscal
quarter that has materially affected, or is reasonably likely to materially affect, our internal control over financial
reporting.

Item 9B.  Other Information
None.
PART 111
Item 10. Directors and Executive Officers of the Registrant

Information relating to our executive officers, directors and nominees for director is incorporated by
reference to “Proposal 1 — Election of Directors” in our definitive Proxy Statement for the 2005 Annual Meeting of
Stockholders, to be held on May 19, 2005. Information concerning compliance with Section 16(a) of the Securities
Exchange Act is incorporated by reference to “Section 16(a) Beneficial Ownership Reporting Compliance” in the
2005 Proxy Statement. Information relating to the audit committee of our board of directors and our audit
committee financial expert is incorporated by reference to “Committees of the Board of Directors — Audit
Committee” in the 2005 Proxy Statement.

Our board of directors has adopted a Code of Business Conduct and Ethics, applicable to all employees
and directors of Trizec. This Code also applies to our senior financial executives, including our Chief Executive
Officer and our Chief Financial Officer (who is both our principal financial and principal accounting officer). The
Code of Business Conduct and Ethics is posted on our website at www.trz.com under the headings “Investors —-
Corporate Governance”. We will also provide a print copy of the Code to any stockholder upon request. We intend
to disclose any amendments to the Code of Business Conduct and Ethics, as well as any waivers for senior financial
executives, on our website at www.trz.com.

Item 11. Executive Compensation

Information relating to executive compensation is set forth under the captions “Compensation of Directors
and Executive Officers”, “Compensation Committee Report on Executive Compensation” and “Compensation
Committee Interlocks and Insider Participation” in the 2005 Proxy Statement and is incorporated herein by
reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management

Information relating to ownership of our common stock by certain persons is set forth under the caption
“Stock Ownership Information” in the 2005 Proxy Statement and is incorporated herein by reference.

Item 13, Certain Relationships and Related Transactions
Information relating to existing or proposed relationships or transactions between us and any of our

affiliates is set forth under the caption “Certain Relationships and Related Transactions” in the 2005 Proxy
Statement and is incorporated herein by reference.
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Item 14. Principal Accountant Fees and Services

Information relating to the fees and services provided by our principal accountant and our audit
committee’s pre-approval policies and procedures is set forth under the caption “Proposal 2 — Ratification of Re-
Appointment of Independent Auditor — Audit and Non-Audit Fees of PricewaterhouseCoopers LLP” in the 2005
Proxy Statement and is incorporated herein by reference.

PART IV
Item 15. Exhibits and Financial Statement Schedules
(a) Financial Statements and Financial Statement Schedules
€))] See "Index to Financial Statements" on page F-1 of this Form 10-K.

(2)  Exhibits

The exhibits required by this item are set forth on the Exhibit Index attached hereto.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

TRIZEC PROPERTIES, INC.
Date: March 10, 2005
By: /s/ Timothy H. Callahan

Timothy H. Callahan
President, Chief Executive Officer and Director

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the Registrant and in the capacities and on the dates indicated.

Date: March 10, 2005 /s/_Timothy H. Callahan
Timothy H. Callahan
President, Chief Executive Officer and Director
(Principal executive officer)

/s/ Michael C. Colleran

Michael C. Colleran

Executive Vice President and Chief Financial Officer
(Principal financial and accounting officer)

/s/ Peter Munk
Peter Munk
Chairman of the Board of Directors

/s/ L. Jay Cross
L. Jay Cross
Director

/s/ Brian Mulroney
Brian Mulroney
Director

/s/ James J. O’Connor
James J. O’Connor
Director

/s/ Glenn Rufrano
Glenn Rufrano
Director
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/s/ Richard Thomson

Richard Thomson
Director

/s/ Polyvios Vintiadis

Polyvios Vintiadis
Director

/s/ Stephen Volk

Stephen Volk
Director
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Exhibit
Number

2.1

2.2

3.1

32

3.3

3.4

4.1

42

43

10.1

10.2

10.3

104

10.5

10.6

INDEX OF EXHIBITS

Description

Arrangement Agreement dated as of March 8, 2002 by and among TrizecHahn Corporation, Trizec
Canada Inc., 4007069 Canada Inc. and Trizec Properties, Inc. (incorporated by reference to Exhibit
2.1 to Trizec Properties, Inc.’s Registration Statement on Form S-11, File No. 333-84878).

Arrangement Agreement Amending Agreement dated as of April 23, 2002 by and among TrizecHahn
Corporation, Trizec Canada Inc., 4007069 Canada Inc. and Trizec Properties, Inc. (incorporated by
reference to Exhibit 2.2 to Trizec Properties, Inc.’s Quarterly Report on Form 10-Q for the quarter
ended June 30, 2002).

Fourth Amended and Restated Certificate of Incorporation of Trizec Properties, Inc., filed on
February 11, 2002 (incorporated by reference to Exhibit 3.1 to Trizec Properties, Inc.’s Registration
Statement on Form 10, File No. 001-16765).

Certificate of Amendment to Fourth Amended and Restated Certificate of Incorporation of Trizec
Properties, Inc., filed on April 29, 2002 (incorporated by reference to Exhibit 4.4 to Trizec Properties,
Inc.’s Registration Statement on Form S-8, File No. 333-87548).

Certificate of Amendment to Fourth Amended and Restated Certificate of Incorporation of Trizec
Properties, Inc., filed on May 20, 2004 (incorporated by reference to Exhibit 3.1 of Trizec Properties,
Inc.’s Quarterly Report on Form 10-Q for the Quarterly Period Ended June 30, 2004).

Amended and Restated Bylaws of Trizec Properties, Inc. (incorporated by reference to Exhibit 3.3 to
Trizec Properties, Inc.’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2002).

Specimen of Common Stock Certificates (incorporated by reference to Exhibit 4.1 to Trizec
Properties, Inc.’s Registration Statement on Form 10 (File No. 001-16765)).

Form of Exchange Certificates (incorporated by reference to Exhibit 4.2 to Trizec Properties, Inc.’s
Registration Statement on Form 10 (File No. 001-16765)).

Form of Custody Agreement relating to the Exchange Certificates (incorporated by reference to
Exhibit 4.3 to Trizec Properties, Inc.’s Registration Statement on Form 10, File No. 001-16765).

Contribution Agreement, dated as of December 22, 2004, by and between Trizec Properties, Inc. and
Trizec Holdings Operating LLC (incorporated by reference to Exhibit 10.1 of Trizec Properties, Inc.’s
Current Report on Form 8-K dated December 22, 2004).

Assignment and Assumption Agreement, dated as of December 22, 2004, by and between Trizec
Properties, Inc. and Trizec Holdings Operating LLC (incorporated by reference to Exhibit 10.2 of
Trizec Properties, Inc.’s Current Report on Form 8-K dated December 22, 2004).

Limited Liability Company Agreement of Trizec Holdings Operating LLC, dated as of December 22,
2004 (incorporated by reference to Exhibit 10.3 of Trizec Properties, Inc.’s Current Report on Form
8-K dated December 22, 2004).

Credit Agreement, dated as of June 29, 2004, among Trizec Properties, Inc. and Trizec Holdings, Inc.,
as Borrowers, the Lenders party thereto from time to time, and Deutsche Bank Trust Company
Americas, as Administrative Agent (incorporated by reference to Exhibit 10.1 of Trizec Properties,
Inc.’s Quarterly Report on Form 10-Q for the Quarterly Period Ended June 30, 2004).

Joinder Agreement, dated as of December 22, 2004, by Trizec Holdings Operating LLC (relating to
the Credit Agreement referenced as Exhibit 10.4 above) (incorporated by reference to Exhibit 10.4 of
Trizec Properties, Inc.’s Current Report on Form 8-K dated December 22, 2004).

Loan Agreement dated as of May 17, 2001 between Secore Financial Corporation, as lender, and
certain subsidiaries of Trizec Properties, Inc. named on the signature page thereof, as borrowers and
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Exhibit
Number

10.7

10.8*

10.9*

10.10%*

10.11%*

10.121*

10.13*

10.14a*

10.14b*

10.15*

10.16*

10.17%

10.18*

10.191*

10.20%*

Description

guarantors (incorporated by reference to Exhibit 10.14 to Trizec Properties, Inc.’s Annual Report on
Form 10-K for the year ended December 31, 2002).

Canadian Tax Cooperation Agreement dated as of May 8, 2002 between TrizecHahn Office
Properties Ltd. and Trizec Properties, Inc. (incorporated by reference to Exhibit 10.15 to Trizec
Properties, Inc.’s Annual Report on Form 10-K for the year ended December 31, 2002).

Employment Agreement, dated as of August 14, 2002, between Timothy H. Callahan and Trizec
Properties, Inc. (incorporated by reference to Exhibit 10.1 to Trizec Properties, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended September 30, 2002).

Employment Agreement, dated as of January 4, 2005, by and between Trizec Properties, Inc. and
Brian Lipson (incorporated by reference to Exhibit 10.1 of Trizec Properties, Inc.’s Current Report on
Form 8-K dated January 4, 2005).

Employment Agreement, dated as of January 4, 2005, by and between Trizec Properties, Inc. and
Michael Colleran (incorporated by reference to Exhibit 10.2 of Trizec Properties, Inc.’s Current
Report on Form §-K dated January 4, 2005).

Employment Agreement, dated as of January 4, 2005, by and between Trizec Properties, Inc. and
William Tresham (incorporated by reference to Exhibit 10.3 of Trizec Properties, Inc.’s Current
Report on Form 8-K dated January 4, 2005).

Employment Arrangement Letter, dated as of February 13, 2003, by and between Trizec Properties,
Inc. and Ted Jadwin.

Resignation Agreement, dated as of September 17, 2004, by and between Trizec Properties, Inc. and
Casey R. Wold (incorporated by reference to Exhibit 10.1 of Trizec Properties, Inc.’s Current Report
on Form 8-K dated September 17, 2004).

Form of Bonus Restricted Stock Rights Agreement under the Trizec Properties, Inc. 2003 Long-Term
Incentive Plan (as amended and restated effective May 29, 2003} (incorporated by reference to
Exhibit 10.1 to Trizec Properties, Inc.’s Current Report on Form 8-K dated February 18, 2005).

Form of Long-Term Incentive Restricted Stock Rights Award Agreement under the Trizec Properties,
Inc. Long-Term Incentive Plan (incorporated by reference to Exhibit 10.2 to Trizec Properties, Inc.’s
Current Report on Form 8-K dated February 18, 2005).

Cancellation of Employment and Mutual Release Agreement dated January 17, 2003 between Lee
Wagman and Trizec Properties, Inc. (incorporated by reference to Exhibit 10.12 to Trizec Properties,
Inc.’s Annual Report on Form 10-K for the year ended December 31, 2002).

Trizec Deferred Compensation Plan and Trust Agreement (incorporated by reference to Exhibit 10.5
to Trizec Properties, Inc.’s Registration Statement on Form 10, File No. 001-16765).

TrizecHahn Developments Inc. Deferred Compensation Plan and Trust Agreement (incorporated by
reference to Exhibit 10.6 to Trizec Properties, Inc.’s Registration Statement on Form 10, File No.
001-16765).

Trizec Properties, Inc. 2002 Long Term Incentive Plan (formerly known as the Trizec Properties, Inc.
2002 Stock Option Plan) (Amended and Restated effective May 29, 2003) (incorporated by reference
to Exhibit 4.3 to Trizec Properties, Inc.’s Post-Effective Amendment No. 1 to the Registration
Statement on Form S-8, File No. 333-87548).

First Amendment, dated as of December 10, 2004, to Trizec Properties, Inc. 2002 Long Term
Incentive Plan (amended and restated effective May 29, 2003)

Trizec Properties, Inc. 2003 Employee Stock Purchase Plan (incorporated by reference to Exhibit 4.3
to Trizec Properties, Inc.’s Registration Statement on Form §-8, File No. 333-106514).
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Exhibit
Number

10.21*

10.22%*

10,234

10.24%

10.25%

10.26+*

10.274*
10.28+*
12.1%
21.1%
23.1%
31.1%
31.2%
32.1%
32.2%

Description

Trizec Properties, Inc. Deferred Compensation Plan (incorporated by reference to Exhibit 10.12 of
Trizec Properties, Inc.’s Annual Report on Form 10-K for the year ended December 31, 2003).

Amendment, dated May 4, 2004, to Trizec Properties, Inc. Deferred Compensation Plan (incorporated
by reference to Exhibit 10.1 of Trizec Properties, Inc.’s Quarterly Report on Form 10-Q for the
quarterly period ended March 31, 2004).

Second Amendment, dated as of August 3, 2004, to Trizec Properties, Inc. Deferred Compensation
Plan.

Trizec Properties, Inc. 2004 Long-Term Outperformance Compensation Program under the Trizec
Properties, Inc. 2002 Long-Term Incentive Plan (which includes a form of award agreement as
Exhibit A thereto) (incorporated by reference to Exhibit 10.1 of Trizec Properties, Inc.’s Current
Report on Form §-K dated October 21, 2004).

Trizec Properties, Inc. Non-Employee Directors Deferred Compensation Plan (incorporated by
reference to Exhibit 10.2 of Trizec Properties, Inc.’s Quarterly Report on Form 10-Q for the quarterly
period ended March 31, 2004).

First Amendment, dated as of August 3, 2004, to Trizec Properties, Inc. Non-Employee Directors
Deferred Compensation Plan.

2004 Non-Employee Director Fees and Other Compensation.

2004 Compensation for Named Executive Officers.

Computation of Ratio of Earnings to Combined Fixed Charges and Preferred Dividends.
Subsidiaries of Trizec Properties, Inc.

Consent of PricewaterhouseCoopers LLP.

Rule 13a-14(a)/15d-14(a) Certification of the Chief Executive Officer.

Rule 13a-14(a)/15d-14(a) Certification of the Chief Financial Officer.

Section 1350 Certification of the Chief Executive Officer.

Section 1350 Certification of the Chief Financial Officer.

Filed herewith.

Denotes a management contract or compensatory plan, contract or arrangement.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of
Trizec Properties, Inc.

We have completed an integrated audit of Trizec Properties, Inc.’s 2004 consolidated financial statements and of its
internal control over financial reporting as of December 31, 2004 and audits of its 2003 and 2002 consolidated
financial statements in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Our opinions, based on our audits, are presented below.

Consolidated Financial statements and financial statement schedule

In our opinion, the consolidated financial statements listed in the index appearing on page F-1, present fairly, in all
material respects, the financial position of Trizec Properties, Inc. and its subsidiaries (the “Corporation”) at
December 31, 2004 and 2003, and the results of their operations and their cash flows for each of the three years in
the period ended December 31, 2004 in conformity with accounting principles generally accepted in the United
States of America. In addition, in our opinion, the financial statement schedule listed in the index appearing on page
F-1, presents fairly, in all material respects, the information set forth therein when read in conjunction with the
related consolidated financial statements. These financial statements and financial statement schedule are the
responsibility of the Corporation’s management. Our responsibility is to express an opinion on these financial
statements and financial statement schedule based on our audits. We conducted our audits of these statements in
accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit of financial statements includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, and evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

As discussed in Note 2 to the consolidated financial statements, the Corporation, on January 1, 2003 adopted the
provisions of Statement of Financial Accounting Standards No. 145, “Rescission of FASB Statements No. 4, 44, and
64, Amendment of FASB Statement No. 13, and Technical Corrections™; on July 1, 2003 adopted the provisions of
Statement of Financial Accounting Standards No. 123, “Accounting for Stock Based Compensation,” as amended by
Statement of Financial Accounting Standards No. 148, “Accounting for Stock Based Compensation — Transition and
Disclosure”; and on December 31, 2003 adopted the provisions of Financial Accounting Standards Board
Interpretation No. 46 (revised December 2003), “Consolidation of Variable Interest Entities — an interpretation of
ARB51.”

Internal control over financial reporting

Also, in our opinion, management’s assessment, included in Management’s Report on Internal Control Over
Financial Reporting appearing under Item 9A, that the Corporation maintained effective internal control over
financial reporting as of December 31, 2004 based on criteria established in /nternal Control - Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO), is fairly
stated, in all material respects, based on those criteria. Furthermore, in our opinion, the Corporation maintained, in
all material respects, effective internal control over financial reporting as of December 31, 2004, based on criteria
established in /nternal Control - Integrated Framework issued by the COSO. The Corporation’s management is
responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting. Our responsibility is to express opinions on
management’s assessment and on the effectiveness of the Corporation’s internal control over financial reporting
based on our audit, We conducted our audit of internal control over financial reporting in accordance with the
standards of the Public Company Accounting Oversight Board (United States). Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial
reporting was maintained in all material respects. An audit of internal control over financial reporting includes
obtaining an understanding of internal control over financial reporting, evaluating management’s assessment,
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testing and evaluating the design and operating effectiveness of internal control, and performing such other
procedures as we consider necessary in the circumstances. We believe that our audit provides a reasonable basis
for our opinions.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in cenditions, or that the degree of compliance with the policies or procedures may
deteriorate.

PricewaterhouseCoopers LLP
Chicago, lllinois
March 10, 2005
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Trizec Properties, Inc.

Consolidated Balance Sheets at December 31, 2004 and 2003

December 31 December 31
$ in thousands, except per share amounts 2004 2003
Assets
REAL ESTALE ...ooiiiiiii e e e e et s s eeeaar e s beae e sabeee s renenenes $ 4,339,983 $ 4,915,942
Less: accumulated depreciation..........c.vvvveeeeeneniencerere e (618,864) (642,627)

Real €51, NEL ..iviiiiieiiie ettt e 3,721,119 4,273,315
Cash and cash eqUIVAIENTS........cccoieriiiiiiiir et 194,265 129,299
Escrows and restricted CaSh ........c.oovvviviiiiiiiiiiiecie et 83,789 72,862
Investment in unconsolidated real estate joint ventures..........cccocevrcvnevceicniiinnn, 119,641 231,185
Office tenant receivables (net of allowance for doubtful accounts of $6,677 and

$7,096 at December 31, 2004 and December 31, 2003, respectively) ......c........ 9,306 9,887
Deferred rent receivables (net of allowance for doubtful accounts of $831 and $1,517

at December 31, 2004 and December 31, 2003, respectively) ......ccoveeinceeiecne 137,561 148,847
Other receivables (net of allowance for doubtful accounts of $2,473 and $10,243 at

December 31, 2004 and December 31, 2003, respectively)....ocovvrveeceeniiianenn 9,914 18,687
Deferred charges (net of accumulated amortization of $68,948 and $76,063,

TESPECTIVELY) c.oiiiiiieiie ettt sttt re e seee st nae et e a e e ente e e e s e neeenne 110,699 121,842
Prepaid expenses and Other aSSEtS........c.oovvvvvvvvieeneeiieieeeeeieetree e 139,118 120,805
TOtAl ASSEES ..ottt ettt e e e e et et r et n et e e e eens $ 4,525,412 $ 5,126,729

Liabilities and Stockholders’ Equity

Liabilities

Mortgage debt and other I0ans........cc.oc.ovviiiviieeice e
Unsecured credit facility ....coccovveriiiiiiiiiic e
Trade, construction and tenant improvements payables .........ccccoveeneenciveinirenenn.
ACCTUE INTETESE EXPEINSE ...veecvirieeetiitesieerste ettt s et ebe st et tenesse b sestesbesasnene e
Accrued operating expenses and Property taXes .....cocvcvevvrverererieeieerreseernenerennnens
Other accrued Habilities .........oviveiiiiiiiceiccceee et
Dividends payable.........cocvvoriinncir e
Taxes payable

Total LAabilities ......c.cccvvviiiiiiiiiie et

Commitments and Contingencies ...............ccocovevvioreniiiiiniccnre s

MINOrity INEEreSt.......cooooiiiiiieiieee et s a e s e e
Special Voting and Class F Convertible Stock............c..cccococninnninnicnnnnn

Stockholders’ Equity
Preferred stock, 50,000,000 shares authorized, $0.01 par value, none issued and
OUESTAIIAINE ...ttt et s e
Common stock, 500,000,000 shares authorized, $0.01 par value, 152,164,471 and
151,058,491 issued at December 31, 2004 and December 31, 2003, respectively,
and 152,132,857 and 151,040,480 outstanding at December 31, 2004 and
December 31, 2003, reSpectiVely ........cociiviivieiieiireerreeeee e sre e
Additional paid in capital........cccoivriiininiiieniii
AccUMULAtEd AEfICIt...civviiiiiiiiii et er e er e nrae
Treasury stock, at cost, 31,614 and 18,011 shares at December 31, 2004 and
December 31, 2003, 1€SPECLIVELY .....oviiiiiiiiiieiere ettt ebe e
Unearned COMPENSAION .......oovruiriiiiiiiieriie s eieeeeieeteseeete st testa s esaassesbesreeesreans
Accumulated other comprehensive 108S ...,

Total Stockholders” EQUIity.............cocooiiiniiniiiicenceeeee s
Total Liabilities and Stockholders’ Equity ...........cccoocveniiiiiiiiiceennn,

See accompanying notes to the financial statements.
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$ 2,069,282
150,000

§ 2,866,975

25,386 17,306
8,116 9,092
86,713 95,961
135,201 87,519
32,407 31,567
51,406 42,352
2,558,511 3,150,772
7,348 10,287
200 200
1,521 1,510
2,211,545 2,193,728
(232,965) (207,395)
(415) (237)
(798) (1,267)
(19,535) (20,869)
1,959,353 1,965,470

$ 4,525,412

$ 5,126,729




Trizec Properties, Inc,

Consolidated Statements of Operations

For the years ended December 31

§ in thousands, except share and per share amounts 2004 2003 2002
Revenues

REDEAIS ..ottt ettt et et se et ean e $ 497,666 $ 499,769 $ 508944

Recoveries from tenants 101,340 100,824 99,763

Parking and other.........ccvoviiinvcine e 102,083 100,172 103,428

Fee INCOME.....oveviieiice ettt et 11,048 10,706 9,771
TOtal REVEIUES ........c.ooceiiiiiiieieee ettt ete et ans 712,137 711,471 721,906
Expenses

OPETALNG ..ttt et ettt ra e ne 244,598 260,337 252,102

PIOPEILY LAXES ..vuceiereecrereicee et eeee e semeteisbece et eaei e 77,413 80,090 78,520

General and administrative, exclusive of stock option grant expense.. 38,456 39,304 44,935

Depreciation and amortization............cec.veeivieeiisrenrnerreercsnensereresenens 145,290 135,987 130,183

Stock OPtiON ZraNt EXPEISE ... .covvevecritarirrireerireeiereeeisreesnseeeesnne s cenes 1,303 1,054 5,214

Reorganization FECOVETY ........cccoireiieiiiciieiee e e - - (3,260)

Provision for loss on real estate 12,749 - -

Loss on and provision for loss on investment.......coovveevcrninerieinecnns 14,558 15,491 60,784
TOtal EXPENSES .....oiveiiiiresieieierieteiieiiienet et nacte st enese e e snees 534,367 532,263 568,478
Operating TNCOME ..........cccovvveiiiireit e e 177,770 179,208 153,428
Other Income (Expense)

Interest and Other INCOIME .........cceoviiiiiieiieieeeresrere et ree e enree e ee e 5,403 7,398 6,067

Foreign currency eXchange gain.........coooeeeirmeeiivieimnciini e 3,340 - -

(Loss) Gain on early debt retirement ...........coecevvevrrirvnncrirerenneereneas (7,032) 2,262 -

Recovery on insurance claims .......c..ooovoveieiicveeicescsee e 739 6,673 3,800

INEETESE EXPEIISE c.ovieivieeee et et eb e et see e (146,584) (150,622) (150,863)

Derivative gain 1,073 - -

Lawsuit settlement 3,676 26,659 -
Total Other EXPENSE. .......ccovivviiirimeeienrieeirencier e ceeec e arsseenss (139,385) (107,630) (140,996)
Income before Income Taxes, Minority Interest, Income from

Unconsolidated Real Estate Joint Ventures, Discontinued

Operations and Gain on Disposition of Real Estate, Net and

Cumulative Effect of a Change in Accounting Principle............... 38,385 71,578 12,432
(Provision) Benefit for income and other corporate taxes, net................ 4,379) 41,777 (4,896)
MINOIILY INEETESE ...t et ev et eseant st e eessecs st ea s rebebesat e remens (1,834) (1,626) 1,766
Income from unconsolidated real estate joint ventures including

provision for loss on investment (358,880 for 2002) ..........ccccoovverrenne. 15,243 23,336 (47,631)
Income (Loss) from Continuing Operations...........c.covciiviomeriinn, 47,415 135,065 (38,329)
Discontinued Operations

Income from discontinued operations (net of provision for loss on

discontinued real estate of $108,988, $18,164, and $209,237 for
2004, 2003, and 2002, 1€SPECIVELY)..cvrevviorrririreierereiicernniniae (78,968) 2,348 (167,300)

Gain on disposition of discontinued real estate, net..........cccooccer e 125,508 58,834 14,716
Income (Loss) Before Gain on Disposition of Real Estate, Net,

and Cumulative Effect of a Change in Accounting Principle .. 93,955 196,247 (190,913)
Gain on disposition of real estate, Net.......ccocevririvvceenincecrreere 7,358 11,351 2,996
Income (Loss) before Cumulative Effect of a Change in

Accounting Principle..........c.cocovniiininiiiiiii 101,313 207,598 (187,917)
Cumulative effect of a change in accounting principle...................... - (3,845) -
Net Income (LoSS)......cccooviviiiniiiiiiinn oo 101,313 203,753 _(187,917)
Special voting and Class F convertible stockholders’ dividends........ (4,824 (5,226) (866)
Net Income (Loss) Available to Common Stockholders................ $ 96,489 $ 198,527 $ (188,783)

See accompanying notes to the financial statements.
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Trizec Properties, Inc, Consolidated Statements of Operations (Continued)

For the years ended December 31
$ in thousands, except share and per share amounts 2004 2003 2002

Pro forma
Earnings per common share
Income (Loss) from Continuing Operations Available to
Common Stockholders per Weighted Average
Common Share Outstanding:

BASIC ..vetitiiirieee ittt et st $ 0.33 $ 0.94 $ (029
DIIUEA ..ot $ 0.33 $ 0.94 $ (029
Net Income (Loss) Available to Common Stockholders
per Weighted Average Common Share Outstanding:
BaSIC .eviiiieiiiiciciie ettt e s $ 0.64 3 1.32 $  (1.26)
DAIULEA ... $ 0.63 $ 1.32 $  (1.26)
Weighted average shares outstanding

BASIC .ottt e et e er e 151,596,514 150,005,663 149,477,187
DAl ..ottt 153,109,854 150,453,281 149,477,187

See accompanying notes to the financial statements.
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Trizec Properties, 1nc. Consolidated Statements of Comprehensive Income (Loss)

For the years ended December 31
$ in thousands 2004 2003 2002

Net inCome (I0SS) ..vvvrvervrireriieririeiee et sercreneeveena $ 101,313 $§ 203,753 $ (187917)
Other comprehensive income (loss):

Unrealized gains (losses) on investments in securities:
Unrealized foreign currency exchange gains

arising during the period..........ccocoovinecccnicniinnenn 188 259 26
Unrealized holding losses arising during the period ... - - (11,786)
Realized losses on investment in securities................. - - 11,786

Unrealized foreign currency exchange (losses) gains on

foreign OPerations .......cccccvveceeenieirinneiinccieneec e (260) 2,643 943
Realized foreign currency exchange gain on foreign

OPETALIONS .ottt s et ceenene e (3,340) - -

Unrealized derivative gains (losses):

Effective portion of interest rate contracts ................. 13,187 (4,256) (15,229)
Ineffective portion of interest rate contracts................... 317 - -
Settlement of forward rate contract .........ccoccevevveunennnn. (8,758) (3,437 -

Total other comprehensive income (10SS).......oevevcrriiiciinnnae 1,334 (4,791 (14,260)
Net comprehensive INCOME (10SS)...vvviveieeiieriviierirrererenenees $ 102,647 b 198962 & (202,177)

See accompanying notes to the financial statements.
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Trizec Properties, Inc. Consolidated Statements of Cash Flows

For the years ended December 31
$ in thousands 2004 2003 2002

Cash Flows from Operating Activities
Net InC0ME (10SS).c.virerereeireniiriiit e $ 101,313 $ 203,753  § (187,917)
Adjustments to reconcile net income (loss) to net cash provided by
operating activities:
(Income) loss from unconsolidated real estate joint ventures

including provision for loss on investments ($58,880 for 2002) (15,243) (23,336) 47,631
Distributions from unconsolidated real estate joint ventures.... 15,243 21,660 -
Depreciation and amortization expense (including discontinued

OPETALIONS ) ..ttt eieenieeeeresaecreesbesnesmeetseneennesnessabenee 166,008 186,056 175,889
Amortization of financing COStS......ovvvrvrvivrrrrceneirerieeieeienens 7,293 9,464 8,355
Amortization of value of acquired operating leases to rental

TEVETIUEL ..eeuvereiureeeuieenstreeieeeetteenncressraenssbresaneesemeesaseesnneesmenenseeas (949) - -
Provision for bad debt.........cccooiiiioieeeeceeeeeeeeree e 4,845 14,336 12,222
Gain on disposition of real estate (including discontinued

OPETAIONS) o ..vevesirnrerissesesinsseseessssesistssssstsssasssssssasssssssossessssanss (132,866) (70,185) (7,930) i
IMINOTIEY IIEETESE...eivviiveeirieereeeteee et ceet et et ee et ereevesrresreens 1,834 1,626 (1,766)
Derivative Baill.......cocoeveueireercrieriiiinane e rerinicsesseseenesane s (1,073) - -
Amortization of equity compensation.........c..ccccceveverriereneninene. 2,759 2,977 3,865
Provision for loss on real estate ..........cccoceovivveeiiiiiecinen e, 121,737 18,164 199,455
Loss on and provision for loss on investment............cc.cevnenen.. 14,558 15,491 60,784
Foreign currency exchange gain ............cccocevevereeecnencennnninn (3,340) - -
Loss (gain) on early debt retirement .............cccoveereeneeseneninenns 7,032 (2,262) -
Compensation charge for net settlement of warrants................ - 2,080 -
Lawsuit settlement .......ccocoovvevveniiineiei e 94) (26,659) -
Stock option Grant €XPense .....ocoeevereeeeireeiieeceerernerseesseeneeens 1,303 1,054 5,214
ReOrganization TECOVETY .....oovvervvrierireineiree e siee st eieeceneanne e - - (3,260)
Cumulative effect of a change in accounting principle............. - 3,845 -

Changes in assets and liabilities:
Escrows and restricted cash .........ccoceooiviviiivieiveevcrieeee e 3,787 4,637 (17,160)
Office tenant receivables......coocviiiceiiiicicccecee e (3,133) 4,891 (3,778)
Other 18CeIVADIES ...v.cviivviiii et 9,142 3,471 7,374
Deferred rent receivables .......ccoc.c.coeiiviiieiiiviice e (18,952) (28,336) (36,719)
Prepaid expenses and other assets.........c.coceveeerenenenieniannnnan 23,737 (36,287) (28,108)
Accounts payable, accrued liabilities and other liabilities ........ (16,261) (56,790) (21,032)

Net cash provided by operating activities..........cooceverrvrensrercnnenan, 288,680 249,650 213,119

Cash Flows from Investing Activities
Real estate:

Tenant improvements and capital expenditures.........c....co........ (96,509) (88,844) (84,220)
Tenant 1easing COSLS .....vviviimririiriirrireereeereeeee e ceae e e sae e e (32,295) (26,341) (25,315)
ACQUISTHIONS ....vvviecviviereiieieceeitsrsserere e s seressesseevsessssereeasansons (493,428) - (68,517)
DiSPOSILIONS ..vvvvierivirirriestrrireeeisietsssssesse e sreseeessesrsesseseare e s 959,868 573,713 148,974
Development expenditires..........c.ocoovievevieiieirnieceneeirernennennns - (903) (74,405)
Redemption of minority interest UNits .........c.ocvrvevereeeercrinnnrnnnn. (499) - (118)
Disposition of inVESIMENTS ......covevvieeieiiiiciceice e - - 80,423
Payment of minority interest .......cocvviiiviiivrienieceiee e sieaeneen (4,660) - -
Contribution from minority iNterest.......c....ocevvveiiiecvnierrcrnenrnenens 1,011 - -
Cash from consolidation of joint venture .............cccccvccvveennernnans - 9,659 -
Escrows and restricted cash............cccoeeeriveiireinenione e, 14,031 (30,701) (1,458)
Escrows and restricted cash from consolidation of joint venture . - 2,594 -
Unconsolidated real estate joint ventures:
INVESUTIENLS ...coveviereeie ittt se et bt ars b (49,708) (27,062) (11,861)
DiStIDULIONS. ..c.eeviiiieiiiiiienece sttt s 238,308 - 19,121
Net cash provided by (used in) investing activities ............c......... 536,119 412,115 (17,376)

See accompanying notes to the financial statements.
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Trizec Properties, Inc.

Consolidated Statements of Cash Flows (Continued)

For the years ended December 31

$ in thousands 2004 2003 2002
Cash Flows from Financing Activities
Mortgage debt and other loans:
Property financing.......coccoveveeieiiiciinnerccenecnee e 120,000 85,862 189,169
Principal 1€payments .......coccvrveeerernnineneeen et (882,297) (191,197) (161,822)
Repaid on diSpositions........ccceveercrinereneneniercnenireeresineeenes (279,827) (307,702) (8,842)
Draws on credit LN .....o.coovieiiiieeiiciiiere et eve e 811,250 160,100 375,000
Paydowns on credit LI ........covveeveveioiivieiicniieereie e cveve s (661,250) (250,100) (285,000)
Acquisition fINANCING .......ooeeeveriririnrce e 286,500 - 4,000
Development financing .........ccovvvinerenicrnninionnneeeneeens - - 70,552
Financing eXpenditures .......ccoeovvereriiieensincncnnrenerscneeienens (10,909) (2,481) (10,421)
Escrows and restricted cash ........ccoovoiiiiiiiciiicrcc e (28,704) - -
Settlement of forward rate CONtract..........c.coceeecemninenvcrennnenenenn (3,767) (3,437) -
Settlement of swap agreements........cocecvevverineninieneienenene 1,073
Net advance from parent company and affiliates..........c.c.couenn. - - 77,746
Issuance of cOMMON StOCK ......c.coiiviiiviririiiirree e 14,144 8,335 2,637
Distribution of additional paid in capital ..........ccccoceiiriiiiirireencnn - - (486)
DiIVIAENAS ....covveevirceiiiierieicse ettt sttt (126,046) (94,099) (683,457)
Net cash used in financing activities.........occervereerceiieeiirereeennns (759.,833) (594,719) (430,924)
Net Increase (Decrease) in Cash and Cash Equivalents............. 64,966 67,046 (235,181)
Cash and Cash Equivalents, beginning of year ........................ 129,299 62,253 297,434
Cash and Cash Equivalents, end of year.............c....occocooiins $ 194,265 § 129,299 62,253

See accompanying notes to the financial statements.
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Trizec Properties, Inc. Consolidated Statements of Cash Flows (Continued)

For the years ended December 31
$ in thousands 2004 2003 2002

Supplemental cash flow disclosures:

Cash paid (received) during the year for:

Interest, inclusive of interest capitalized.........cooovvvviicennicnnienccinnnn. $ 154,131 $ 176,417 $ 188,240
Interest capitalized to properties under development........c.ccoooiinns $ - 8 - § 2145
TAXES ...evviiee ettt sttt an ettt et st neenes $ (25327 $ 55378 § 5,359
Write-off of accounts reCeivable ........cc..eiverveiiiviee e eseee e $ 13,720 § 19,865 § 3,649
Write-Off Of TEHITEA ASSELS ceiieviiiiereee ettt $ 41,671 § 48,962 § 47,268

Non-cash investing and financing activities:

Forgiveness of debt upon property disposition .............cccocevevcrrnennnee, $ 1,237 § - 3 -
Forgiveness of debt upon conveyance of property.........coeevevereceeenene, $ - $ 17,896 $ -
Mortgage debt and other loans assumed by purchasers on property

ISPOSTHIONS ..vevvvveveieeeecreeie ettt et erra ettt be e S 41,106 $ 25,594 §$ -
Mortgage debt assumed upon obtaining control of joint venture

IIIVESTINENT L.ovviiiiiiieiiiceee ettt eree et c et trbeeeate s erneeenreessnesaresesraesabeesns $ - 3 - $ 105,555
Dividends payable on common stock, special voting stock and

Class F convertible preferred stock ......coooveviriniiinvsecnrreecnones $ 32,407 S 31,567 % -
Non-cash issuance of restricted StOCK .....covvvvvriivviiiiiciierrere e, $ - 5 3,788 % -
Non-cash issuance of Class C convertible preferred stock in

exchange for Other aSSEtS.....covveiiiiiieieieeeee e $ - § - § 355,190
Non-cash settlement of advance from parent in exchange for

common Stock Of TREHL.....coovieeee ettt $ - S - § 236,619
Non-cash retirement of advance to parent in exchange for other

BSSEES ..t eeeeeeteete et et ettt e et e et e e e r e n et r e st st ren e eane $ - $ - $ 35,000

Transfer of joint venture interest to real estate upon obtaining
COMITOL. oottt ettt et e e b erbesa b e st e e e e e e e reetveetseeas $ - $ - $ 13,514

Changes in accounts due to non-cash contribution into an
unconsolidated real estate joint venture:

Investment in unconsolidated real estate joint ventures ............. $ 48,000 § - $ -
Real @SLate ......ooviriiierceececie e (48,000) - -

Changes in accounts due to basis differential adjustment in
connection with non-cash contribution to an unconsolidated real
estate joint venture:

Investment in unconsolidated real estate joint ventures ............. $ 5,148 % - b -
Deferred rent receivables, net.........cocevvviiiiviviicciievie e, (1,768) - -
Deferred charges, net.......ccoovviiieeieiiie e e (1,195) - -
Prepaid expenses and other assets.......ccovvivvvieeiiecceeeceieccrvanneens (2,185) - -

See accompanying notes to the financial statements.

F-12




-t

Trizec Properties, Inc. Consolidated Statements of Cash Flows (Continued)

For the years ended December 31

$ in thousands . 2004 2003 2002

In conjunction with the property and land acquisitions, the following
assets and liabilities were assumed:

Purchase of real €State.........covvevvviiiierereer et $ 496,254 3§ - $ 148,615
Accrued operating expenses and real estate taXes...........ccoccvcvverrerenne (1,353) - -
Other accrued Habilities .......covvevriiiueneieiiiisieenecc e (1,473) - (932)
Mortgage debt and other 10ans..........ccccoevierniieieinen e, - - (79,166)
Acquisition 0f T8l STATE......cocveiiiiiiiecrric e e s $ 493428 § - $ 68,517
Assets and liabilities from consolidation of joint venture:
Net investment i1 TEAL ESTALE .....ccvevveiiierecereet e eseeeeer e eresresesreans $ - § 84,696 $ -
Other 18CEIVADLES . ouiei ittt re e e ebr e ree s - 2,140 -
Prepaid expenses and Other aSSelS.......cccoivviiveriecnreirieieore oo - 2918 -
MoOrtage debt .....cccoriiirieirriicet e - (81,517) -
Other accrued Habilities ....coooiecieirveriiiiciicie e - (3,274) -
IMINOTITY TIEEIEST. ..o veetiiire it ae e et sa oo e e srns - (4,868) -

See accompanying notes to the financial statements.
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Notes to the Financial Statements
$ in thousands, except share and per share amounts

ORGANIZATION AND DESCRIPTION OF THE BUSINESS
Organization

Trizec Properties, Inc. ("Trizec Properties" or "the Corporation,” formerly known as TrizecHahn (USA)
Corporation) is a corporation organized under the laws of the State of Delaware and is approximately 40%
indirectly owned by Trizec Canada Inc. Effective January 1, 2001, Trizec Properties elected to be taxed as
a real estate investment trust (“REIT”) pursuant to Sections 856 through 860 of the Internal Revenue Code
of 1986, as amended (the “Code™). On February 14, 2002, the amended registration statement on Form 10
of Trizec Properties was declared effective by the Securities and Exchange Commission and, accordingly,
Trizec Properties became subject to the reporting requirements of the Securities Exchange Act of 1934, as
amended. Trizec Properties was a substantially wholly-owned subsidiary of TrizecHahn Corporation
("TrizecHahn"), an indirect wholly—owned subsidiary of Trizec Canada Inc. A plan of arrangement (the
"Reorganization") was approved by the TrizecHahn shareholders on April 23, 2002 and on May 8, 2002,
the effective date of the Reorganization, the common stock of Trizec Properties commenced trading on the
New York Stock Exchange.

On December 22, 2004, Trizec Properties completed the reorganization of its operating structure by
converting to an umbrella partnership real estate investment trust, or UPREIT, structure (the “UPREIT
Conversion™). In connection with the UPREIT Conversion, the Corporation formed a new operating entity,
Trizec Holdings Operating LLC, a Delaware limited liability company (the “Operating Company”), and
entered into a contribution agreement and an assignment and assumption agreement with the Operating
Company pursuant to which the Corporation contributed substantially all of its assets to the Operating
Company in exchange for (a) a combination of common units, special voting units and Series F convertible
units of limited liability company interest in the Operating Company and (b) the assumption by the
Operating Company of substantially all of the Corporation’s liabilities. The Corporation now conducts and
intends to continue to conduct its business, and owns and intends to continue to own substantially all of its
assets, through the Operating Company. As the sole managing member of the Operating Company, the
Corporation generally has the exclusive power under the limited liability company agreement to manage
and conduct the business of the Operating Company, subject to certain limited approval and voting rights of
other members that may be admitted in the future. Currently, the Operating Company is wholly owned by
the Corporation.

The accompanying financial statements include, on a consolidated basis (as of December 31, 2004 and
2003 and for the years ended December 31, 2004 and 2003) and a combined consolidated basis (for the
year ended December 31, 2002), the U.S. assets of TrizecHahn, substantially all of which are owned and
operated by Trizec Properties and Trizec R&E Holdings, LLC ("TREHI", formerly known as Trizec R&E
Holdings, Inc. and TrizecHahn Developments Inc.), TrizecHahn's two primary U.S. operating and
development companies prior to March 14, 2002. As described in Note 17, on March 14, 2002, TREHI
was contributed to Trizec Properties. Prior to March 14, 2002, TREHI was a wholly-owned subsidiary of
TrizecHahn. Accordingly, the organization presented in the accompanying financial statements was not a
legal entity for the entire year ended December 31, 2002.

The Corporation operated as a separate stand-alone entity prior to the Reorganization date and, as such, no
additional expenses incurred by TrizecHahn or its related entities were, in management's view, necessary to
be allocated to the Corporation for the period prior to the Reorganization. However, the financial results
prior to the Reorganization are not necessarily indicative of future operating results and no adjustments
were made to reflect possible incremental changes to the cost structure as a result of the Reorganization.
The incremental charges will include, but are not limited to, additional senior management compensation
expense to supplement the existing senior management team and internal and external public company
corporate compliance costs.

Trizec Properties is a self-managed, publicly traded REIT headquartered in Chicago, Illinois. At December
31, 2004, the Corporation had ownership interests in and managed a portfolio of 52 office properties
concentrated in the metropolitan areas of seven major U.S. cities, comprising approximately 37.3 million
square feet (unaudited), or approximately 33.8 million square feet (unaudited) including its pro rata
economic ownership interests in unconsolidated real estate joint ventures. At December 31, 2004, the
occupancy of the Corporation’s 52 office properties was approximately 89.3% (unaudited), or
approximately 89.5% (unaudited) including its pro rata economic ownership interests in unconsolidated
real estate joint ventures.
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Notes to the Financial Statements
$ in thousands, except share and per share amounts

SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying financial statements as of December 31, 2004 and 2003, and for the years ended
December 31, 2004 and 2003 include the accounts and operating results of Trizec Properties and all of its
subsidiaries. The accompanying financial statements for the year ended December 31, 2002 include the
combined accounts of Trizec Properties, TREHI and all subsidiaries. Prior to the contribution of TREHI to
Trizec Properties, both Trizec Properties and TREHI were indirect wholly owned subsidiaries under the
common control of TrizecHahn. All significant intercompany transactions have been eliminated.

For presentation purposes, the Corporation refers to and describes the accompanying financial statements
for the year ended December 31, 2002 as consolidated.

Assets that were transferred at the date of the Reorganization are reflected in the accompanying financial
statements and have been presented using TrizecHahn's historical cost basis.

The Corporation consolidates certain entities in which it owns less than a 100% equity interest if it is
deemed to be the primary beneficiary in a variable interest entity (“VIE”), as defined in Financial
Accounting Standards Board Interpretation No. 46R, “Consolidation of Variable Interest Entities — an
interpretation of ARB 51” (“FIN No. 46R”). The Corporation aiso consolidates entities in which it has a
controlling direct or indirect voting interest. The equity method of accounting is applied to entities in
which the Corporation does not have a controlling direct or indirect voting interest, but can exercise
influence over the entity with respect to its operations and major decisions. The cost method of accounting
is applied to entities when (i) the Corporation’s investment is minimal (typically less than 5%) and (ii) the
Corporation’s investment is passive.

Accounting Estimates

The preparation of financial statements in accordance with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual amounts
will differ from those estimates used in the preparation of these financial statements.

Real Estate

Rental properties are recorded at cost, less accumulated depreciation. Depreciation of rental properties
acquired prior to the adoption of Statement of Financial Accounting Standards No. 141, “Business
Combinations” (“SFAS No. 141”) is calculated using the straight-line method over periods not exceeding a
40-year estimated life, subject to the terms of any respective ground leases. Tenant improvements are
deferred and amortized on a straight-line basis over the shorter of the economic life or the term of the
respective lease.

Maintenance and repair costs are expensed against operations as incurred. Planned major maintenance
activities (for example: roof replacement and the replacement of heating, ventilation, air conditioning and
other building systems), significant building improvements, replacements and major renovations, all of
which improve or extend the useful life of the properties, are capitalized to rental properties and amortized
over their estimated useful lives.

Furniture, equipment and certain improvements are depreciated on a straight-line basis over periods of up
to 10 years.
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Notes to the Financial Statements
$ in thousands, except share and per share amounts

SIGNIFICANT ACCOUNTING POLICIES, continued
Real Estate, continued

In accordance with SFAS No. 141, the Corporation allocates the purchase price of real estate to land,
building, tenant improvements and, if determined to be material, intangibles, such as the value of above,
below and at-market leases, origination costs associated with the in-place leases, and the value of tenant
relationships, if any. The Corporation depreciates the amount allocated to building and other intangible
assets over their estimated useful lives, which generally range from one to 40 years. The values of the
above and below market leases are amortized and recorded as either an increase (in the case of below
market leases) or a decrease (in the case of above market leases) to rental income over the remaining term
of the associated lease. The value associated with in-place leases and tenant relationships is amortized over
the expected term of the relationship, which includes an estimate of probability of the lease renewal, and its
estimated term. If a tenant vacates its space prior to the contractual termination of the lease and no rental
payments are to be made on the lease, any unamortized balance of the related intangible will be written off.
Tenant improvements and lease origination costs are amortized as an expense over the remaining life of the
lease (or charged against earnings if the lease is terminated prior to its contractual expiration date).

In accordance with SFAS No. 141, the Corporation performs the following procedures for properties it
acquires:

1) estimate the value of the property “as if vacant” as of the acquisition date;

2) allocate the fair value of the property among land, site improvement, building, and equipment and
determine the associated asset life for each;

3) estimate the fair value of the tenant improvements and calculate the associated asset life;

4) allocate the value of the above and below market leases to the intangible assets and determine the
associated life of the above/below market leases;

5) allocate the value of the lease origination costs to the intangible assets and calculate the associated
asset life;

6) calculate the intangible value to the in-place leases and the associated life of these assets;
7) calculate the value and associated life of the tenant relationships, if any; and
8) allocate the remaining value (if any) to goodwill and allocate to the purchase price.

Properties under development consist of rental properties under construction and are recorded at cost,
reduced for impairment losses where appropriate. Properties are classified as under development until the
property is substantially completed and available for occupancy, at which time such properties are
classified as rental properties and depreciation commences. The cost of properties under development
includes costs incurred in connection with their acquisition, development and construction. Such costs
consist of all direct costs including interest on general and specific debt and other direct expenses.

If events or circumstances indicate that the carrying value of a rental property, a rental property under
development, or a property held for development may be impaired, a recoverability analysis is performed
based on estimated undiscounted future cash flows to be generated from property operations and its
projected disposition. If the analysis indicates that the carrying value is not recoverable from such future
cash flows, the property is written down to estimated fair value and an impairment loss is recognized.
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Notes to the Financial Statements
$ in thousands, except share and per share amounts

SIGNIFICANT ACCOUNTING POLICIES, continued
Real Estate, continued

Pursuant to the provisions of Statement of Financial Accounting Standards No. 144, "Accounting for the
Impairment or Disposal of Long-Lived Assets" (“SFAS No. 144”), properties held for disposition are
carried at the lower of their carrying values (i.e., cost less accumulated depreciation and any impairment
loss recognized, where applicable) or estimated fair values less costs to sell. Estimated fair value is
determined based on management's estimate of amounts that would be realized if the property were offered
for sale in the ordinary course of business assuming a reasonable sales period and under normal market
conditions. Carrying values are reassessed at each balance sheet date. Implicit in management's assessment
of fair values are estimates of future rental and other income levels for the properties and their estimated
disposal dates. Due to the significant uncertainty in determining fair value, actual proceeds realized on the
ultimate sale of these properties will differ from estimates and such differences could be material.
Depreciation ceases once a property is classified as held for disposition.

Revenue Recognition

The Corporation has retained substantially all of the benefits and risks of ownership of its rental properties
and, therefore, accounts for leases with its tenants as operating leases. Rental revenues include minimum
rents and recoveries of operating expenses and property taxes. Recoveries of operating expenses and
property taxes are recognized in the period the expenses are incurred.

The Corporation reports minimum rental revenue on a straight-line basis, whereby the known amount of
cash to be received under a lease is recognized into income evenly over the term of the respective lease.
The amount by which straight-line rental revenue exceeds minimum rents collected in accordance with the
lease agreements is included in deferred rent receivables. When a property is acquired, the term of existing
leases is considered to commence as of the acquisition date for purposes of this calculation. The impact of
the straight-line adjustment increased rental revenue by approximately $16,394, $22,604 and $25,910 for
the years ended December 31, 2004, 2003 and 2002, respectively.

Certain tenants are required to pay overage rents based on sales over a stated base amount during the lease
year. The Corporation recognizes overage rents only when each tenant's actual sales exceed the stated base
amount.

Parking and other revenue includes income from parking spaces leased to tenants, income from tenants for
additional services provided by the Corporation and income from tenants for early lease termination.

Revenue is recognized on payments received from tenants for early lease terminations after the Corporation
determines that all the necessary criteria have been met in accordance with Securities Exchange
Commission’s Staff Accounting Bulletin No. 101, "Revenue Recognition in Financial Statements."

The Corporation provides an allowance for doubtful accounts on a specific identification basis representing
that portion of tenant, other and deferred rent receivables which are estimated to be uncollectible. Such
allowances are reviewed periodically based upon the recovery experience of the Corporation.

The Corporation recognizes property sales in accordance with Statement of Financial Accounting
Standards No. 66, "Accounting for Sales of Real Estate." The Corporation generally records the sales of
operating properties using the full accrual method at closing when the earnings process is deemed to be
complete. Sales not qualifying for full recognition at the time of sale are accounted for under other
appropriate deferral methods.

Deferred revenue in respect of building telecommunication and service provider license agreements is

recognized to income over the effective term of the license agreements. If a license agreement is
terminated early, any remaining unamortized balance is recognized in income at that time.
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SIGNIFICANT ACCOUNTING POLICIES, continued

Investments

Investments in joint ventures in which the Corporation does not have a controlling direct or indirect voting
interest, but can exercise significant influence over the entity with respect to its operations and major
decisions, are accounted for using the equity method of accounting whereby the cost of an investment is
adjusted for the Corporation's share of equity in net income or loss from the date of acquisition and reduced
by distributions received. The income or loss of each entity is allocated in accordance with the provision of
the applicable operating agreements. The allocation provisions in these agreements may differ from the
ownership interest held by each investor. Differences between the carrying amount of the Corporation's
investment in the respective entities and the Corporation's share of the underlying equity of such
unconsolidated entities are amortized over the respective lives of the underlying assets, as applicable.

Investments in which the Corporation’s interest is minimal (typically less than 5%) and passive are
accounted for by the cost method of accounting. Income is recognized only to the extent of dividends or
cash received.

The carrying value of investments which the Corporation determines to have an impairment in value
considered to be other than temporary are written down to their estimated realizable value.

Marketable equity securities are accounted for in accordance with Statement of Financial Accounting
Standards No. 115, "Accounting for Certain Investments in Debt and Equity Securities” (“SFAS No. 115”).
Unrealized gains and losses on marketable equity securities that are designated as available-for-sale are
included in accumulated other comprehensive (loss) income.

Investments in securities of non-publicly traded companies are recorded at cost as they are not considered
marketable under SFAS No. 115. The equity securities which relate to building telecommunication and
service provider license agreements and other non-publicly traded investments are included in prepaid
expenses and other assets.

Mortgages receivable collateralized by real estate are carried at cost. The Corporation reviews, on a regular
basis but not less than annually, or when events or circumstances occur, its mortgages receivable for
impairment. Impairment is recognized when the carrying values of the mortgages receivable will not be
recovered either as a result of the inability of the underlying assets' performance to meet the contractual
debt service terms of the underlying debt or the fair values of the collateral assets are insufficient to cover
the obligations and encumbrances, including the carrying values of the mortgages receivable, in a sale
between unrelated parties in the normal course of business. When a mortgage is considered impaired, an
impairment charge is measured based on the present value of the expected future cash flows discounted at
the effective rate of the mortgage or if the cash flows cannot be predicted with reasonable reliability, then
the impaired mortgage is valued at the fair value of the underlying collateral. Interest income is generally
recognized based on the terms and conditions of the mortgages receivable. Interest income ceases to be
recognized when the underlying assets do not meet the contractual terms of the mortgages receivable, and
are delinquent for a 90 day period. At such time interest income is generally recognized on a cash basis as
payments are received.

Income Taxes

The Corporation determined that it would elect to be taxed as a REIT pursuant to Sections 856 through 860
of the Internal Revenue Code of 1986 as amended, commencing in 2001. In general, a corporation that
distributes at least 90% of its REIT taxable ordinary income to its shareholders in any taxable year, and
complies with certain other requirements (relating primarily to its organization, the nature of its assets, the
sources of its revenues and ownership rules) is not subject to United States federal income taxation to the
extent of the income which it distributes. However, the Corporation is still subject to state and local
income taxes and to federal income tax on its undistributed income. The Corporation believes that it meets
the qualifications for REIT status as of December 31, 2004, 2003, and 2002, and distributed 100% of its
REIT taxable income to its shareholders for those years. The Corporation has also apportioned to its
stockholders 100% of its alternative minimum tax (“AMT”) adjustments. As a result, no provision has
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SIGNIFICANT ACCOUNTING POLICIES, continued
Income Taxes, continued

been made in the consolidated financial statements for federal income taxes for REIT purposes for the
years ended December 31, 2004, 2003, and 2002 in respect of the Corporation, other than built-in gain tax,
as discussed below.

If the Corporation fails to qualify as a REIT in any taxable year, it will be subject to federal income tax
(including any applicable AMT) on its taxable income at regular corporate rates. For the years ended
December 31, 2004, 2003 and 2002, the Corporation had net operating loss carryforwards of approximately
$10,927, $45,099 and $49,537, respectively and AMT credits of approximately $23,537, $21,411 and
$21,080, respectively. A valuation allowance fully offsets these amounts and as a result no deferred tax
assets have been established.

In connection with its election to be taxed as a REIT, the Corporation also elected to be subject to the
"built-in gain" (“BIG”) rules. Under these rules, taxes may be payable at the time and to the extent that the
net unrealized gains on the Corporation’s assets at the date of conversion to REIT status are recognized in
taxable dispositions of such assets in the ten-year period following conversion. For the years ended
December 31, 2004, 2003 and 2002, the Corporation incurred BIG taxes of approximately $7,101, $1,139,
and $144, respectively, which were all paid on an AMT basis.

Taxable income from the Corporation’s taxable REIT subsidiaries (“TRS”) is subject to federal, state and
local income taxes. TRS deferred income taxes, where applicable, are accounted for using the asset and
Lability method. Under this method, deferred income taxes are recognized for temporary differences
between the financial reporting basis of assets and liabilities and their respective tax basis and for operating
loss and tax credit carryforwards based on enacted tax rates expected to be in effect when such amounts are
realized or settled. However, deferred tax assets are recognized only to the extent that it is more likely than
not that they will be realized based on consideration of available evidence, including tax planning strategies
and other factors. For the years ended December 31, 2004, 2003 and 2002, the Corporation’s TRS had net
operating loss carryforwards of approximately $7,480, $6,937 and $5,623. A valuation allowance fully
offsets these amounts and, as a result, no deferred tax assets have been established.

Cash and Cash Equivalents

Cash and cash equivalents consist of currency on hand, demand deposits with financial institutions, and
short-term highly-liquid investments with an original maturity of 90 days or less.

Escrows and Restricted Cash

Escrows consist primarily of amounts held by lenders to provide for future property tax expenditures and
tenant improvements. In addition, during the years 2004 and 2003, escrows included ret proceeds,
intended to be reinvested, from sale of real estate assets intended to qualify for tax deferred gain
recognition under Section 1031 of the Code. Restricted cash represents amounts committed for various
utility deposits and security deposits. Certain of these amounts may be reduced upon the fulfillment of
specific obligations.

Deferred Charges

Deferred charges include deferred finance and leasing costs. Costs incurred to obtain financing are
capitalized and amortized into interest expense on a straight-line basis, which approximates the effective
yield method, over the term of the related debt.

All direct and indirect leasing costs, including a portion of estimated internal leasing costs associated with

the rental of properties, are capitalized and amortized over the term of the related lease. Unamortized costs
are charged to expense upon the early termination of the related lease.
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SIGNIFICANT ACCOUNTING POLICIES, continued
Derivative Instruments

The Corporation uses interest rate cap and swap contracts to manage risk from fluctuations in interest rates
as well as to hedge anticipated future financing transactions. The Corporation believes these agreements
are with counter-parties who are creditworthy financial institutions.

The Corporation adopted Statement of Financial Accounting Standards No. 133, "Accounting for
Derivative Instruments and Hedging Activities" as amended by Statement of Financial Accounting
Standards No. 137 and Statement of Financial Accounting Standards No. 138 (collectively, "SFAS No.
133™), as of January 1, 2001. SFAS No. 133 establishes accounting and reporting standards for derivative
instruments, including certain derivative instruments embedded in other contracts, and hedging activities.
It requires the recognition of all derivative instruments as assets or liabilities in the Corporation's
consolidated balance sheets at fair value. Changes in the fair value of derivative instruments that are not
designated as hedges, or that do not meet the hedge accounting criteria in SFAS No. 133, are required to be
reported through the statement of operations. For derivatives designated as hedging instruments in
qualifying cash flow hedges, the effective portion of changes in fair value of the derivatives is recognized
in other comprehensive income (loss) until the forecasted transactions occur, and the ineffective portions
are recognized in the statement of operations. The Corporation assesses the effectiveness of each hedging
relationship by comparing the changes in cash flows of the derivative hedging instrument with the changes
in cash flows of the designated hedged item or transaction.

Upon early termination of a derivative instrument that has been designated as a hedge, the resulting gains
or losses are deferred and amortized as adjustments to interest expense of the related debt over the
remaining period covered by the terminated instrument.

Fair Value of Financial Instruments

The estimated fair value of mortgage debt and other loans is based on the values derived using market
interest rates of similar instruments. In determining estimates of the fair value of financial instruments, the
Corporation must make assumptions regarding current market interest rates, considering the term of the
instrument and its risk. Current market interest rates are generally selected from a range of potentially
acceptable rates and, accordingly, other effective rates and/or fair values are possible.

The carrying amounts of cash and cash equivalents, escrows and restricted cash, accounts receivable, other
assets, and accounts payable and accrued liabilities approximate their fair value due to the short maturities
of these financial instruments.

Stock Based Compensation

Effective July 1, 2003, the Corporation adopted Statement of Financial Accounting Standards No. 123
“Accounting for Stock Based Compensation” (“SFAS No. 123”), as amended by Statement of Financial
Accounting Standards No. 148 “Accounting for Stock Based Compensation — Transition and Disclosure”
(“SFAS No. 148”). The Corporation is applying the fair value recognition provisions of SFAS No. 123, as
amended by SFAS No. 148, prospectively to all employee stock options granted after December 31, 2002.
For employee stock option grants accounted for under SFAS No. 123, compensation cost is measured as
the fair value of the stock option at the date of grant. This compensation cost is expensed over the vesting
period. For employee stock options issued prior to January 1, 2003, the Corporation will continue to
account for stock-based compensation using the intrinsic value method prescribed in Accounting Principles
Board Opinion No. 25, “Accounting for Stock Issued to Employees” (“APB No. 25”), and related
interpretations. For employee stock option grants accounted for under APB No. 25, compensation cost is
measured as the excess, if any, of the fair value of the Corporation’s common stock at the date of grant over
the exercise price of the options granted. This compensation cost, if any, is expensed over the vesting
period. Except as detailed in Note 19 with respect to employee stock options that were granted in
connection with the Reorganization, the Corporation’s policy is to grant options with an exercise price
equal to the fair value of the Corporation’s common stock at the date of grant. Stock option grant expense
of approximately $1,303, $1,054 and $5,214 was recognized for the years ended December 31, 2004, 2003
and 2002, respectively.
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SIGNIFICANT ACCOUNTING POLICIES, continued
Stock Based Compensation, continued

The following reconciles net income (loss) available to common stockholders to pro forma net income
(loss) available to common stockholders and presents reported earnings per share (“EPS”) and pro forma
EPS, in each case, as if the fair value based method of accounting for employee stock options, as prescribed
under the provisions of SFAS No. 123, had been applied to all outstanding and unvested employee stock
options. Compensation expense related to restricted stock, restricted unit and restricted stock right awards
is not presented in the table below as such awards were issued under SFAS No. 123 and, therefore,
compensation expense related to these awards is already reflected in net income.

For the years ended December 31

2004 2003 2002
Net income (loss) available to common stockholders, as
FEPOTTEA ...ttt $ 96,489 § 198,527  $(188,783)
Add back:
Stock option grant expense, as reported..........ccccoevreennrnnn 1,303 1,054 5,214
Deduct:
Stock option expense, pro forma..........ccovceeeevverereneivrenne. (1,705) (3,308) (11,791
Net income (loss) available to common stockholders, pro
TOTINA 1.ttt $ 96,087 § 196,273 § (195,360)
Pro forma
Net Income (Loss) Available to Common Stockholders
per Weighted Average Common Share Outstanding:
Basic, as reported. ... $ 0.64 $ 132§ (1.26)
Basic, Pro forma. .....ocoviiirieiieierc et e $ 0.63 $ 131 § (1.31)
Diluted, as 1eported.......ccovviveieiiiiier e ss e $ 0.63 $ 132§ (1.26)
Diluted, pro forma.........coooveernniiircenie e $ 0.63 $ 130§ (1.31)

The pro forma stock option expense presented above may not be indicative of future periods expense due to
the effects of the options issued in connection with the Reorganization.

Recent Accounting Pronouncements

In December 2004, the FASB issued SFAS No. 123 (Revised 2004), “Share-Based Payment” (“SFAS No.
123(R)”). SFAS No. 123(R) is a revision of SFAS No. 123, “Accounting for Stock-Based Compensation”
(“SFAS No. 123”) and also supercedes APB Opinion No. 25, “Accounting for Stock Issued to Employees”
(“APB No. 25”) and its related implementation guidance. SFAS No. 123(R) requires that compensation
cost is measured as the fair value of the stock option at the date of grant, eliminates the alternative to use
the intrinsic value method of accounting prescribed in APB No. 25, and clarifies and expands the guidance
of SFAS No. 123 in several areas. SFAS No. 123(R) is effective as of the beginning of the first interim or
annual reporting period that begins after June 15, 2005. SFAS No. 123(R) applies to all awards granted,
modified, repurchased, or cancelled after the effective date and the cumulative effect of initially applying
SFAS No. 123(R), if any, is to be recognized as of the required effective date. The Corporation will adopt
SFAS No. 123(R) commencing as of July 1, 2005 using the modified prospective application method. The
Corporation does not expect the requirements of SFAS No. 123(R) to have a material impact on its results
of operations, financial position or liquidity.
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SIGNIFICANT ACCOUNTING POLICIES, continued
Earnings Per Share

Basic and diluted earnings per share are computed by dividing the net income (loss) available to common
stockholders by the weighted average common shares and diluted weighted average common shares
outstanding for each period. After giving effect to the Reorganization on May 8, 2002, the Corporation had
149,849,246 shares of common stock outstanding. Pursuant to Statement of Financial Accounting
Standards No. 128, "Earnings Per Share", in determining the weighted average number of common shares
outstanding, it is assumed that these shares had been issued at the beginning of the period for the year
ended December 31, 2002. Additionally, the employee stock options and warrants issued in connection
with the Reorganization have been assumed to be issued at the beginning of the period for the year ended
December 31, 2002.

Reclassifications

Certain reclassifications of prior period amounts have been made to the consolidated balance sheet and
consolidated statements of operations and cash flows. These reclassifications have been made in the
financial statements to conform to the 2004 presentation. These reclassifications have not changed the
Corporation’s financial position as of December 31, 2003 or consolidated results of operations or cash
flows for the years ended December 31, 2003 or 2002.

REAL ESTATE

The Corporation's investment in real estate is comprised of:

December 31
2004 2003
Properties:
Held for the long term, Net..........cccevevreerriiinienniiereeiesieeereneens $ 3,626,551 §$ 4,048,178
Held for diSposition, NEt ..........ccccecvveriieiiieceriicraieeereve e 94,568 225,137

$ 3,721,119 § 42737315

Properties — Held for the Long Term

December 31
2004 2003
Rental properties:
LARA oot e s $ 510,662 $ 529,430
Buildings and improvements.........c.ccocoveviviiincinienniee e 3,399,132 3,806,219
Tenant iMProVeMENTS.......ccvveeevecrerrenreeeeerrereenreeassereerreseenenas 283,565 301,160
Furniture, fixtures and equipment .........ccccoovovevenenoeanieninsnennnn. 9,469 7,811
4,202,828 4,644,620
Less: accumulated depreciation........ovceeeevnennneniese e (600,707) {629,607)
3,602,121 4,015,013
Properties held for development .........ccccovveeeiiriivcnnnncececeen, 24,430 33,165
Properties held for the long term, net........ccoeevvveeveevinceieeccineenns $ 3,626,551 § 4,048,178
Properties — Held for Disposition
December 31
2004 2003
Rental properties, Net..........cccovirrircrerieninninseeseserneee e eneeens $ 94,568 $§ 212,178
Properties held for development .........cccooveveinniniiiicnineece - 12,959
Properties held for disposition, Net ........ccecververireieenieecinneserreiens $ 94,568 3 225,137
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REAL ESTATE, continued

Properties — Held for Disposition, continued

Properties held for disposition include certain properties that the Corporation has decided to dispose of in

an orderly manner over a reasonable sales period.

(i) The table below summarizes the Corporation’s properties designated as held for disposition
subject to the transition rules of SFAS No. 144 and, accordingly, accounted for pursuant to
Statement of Financial Accounting Standards No. 121, “Accounting for the Impairment of Long-
Lived Assets to be Disposed Of” (“SFAS No. 1217).

Date
Date Reclassified
Designated as  as Held for
Held for the Long  Provision Date
Property Location Disposition Term Taken Disposed
Hanover Office Park Greenbelt, MD Dec-01 - $ - Jan-02
Valley Industrial Park Seattle, WA Dec-01 - - Feb-02
Perimeter Woods Charlotte, NC Dec-01 - - Apr-02
Clybourn Center Chicago, IL Dec-01 - - Jun-02
Paseo Colorado Pasadena, CA Dec-01 - - Jan-03
Inner Belt Boston, MA Dec-01 Sep-02 - Jun-03
Desert Passage Las Vegas, NV Dec-01 Sep-02 57,024  Dec-03
Hollywood & Highland

Retail Los Angeles, CA Dec-01 Sep-02 142,431 Feb-04
151 Front Street Toronto, ON Apr-02 - - Jan-04

In accordance with SFAS No. 121, the results of operations and gains or losses on disposition for
the six properties previously designated as held for disposition subject to the transition rules of
SFAS No. 144 and not reclassified as held for the long term are included, for all periods presented,
in the revenues and expenses of the Corporation.

The following summarizes the combined condensed results of operations, excluding any gains or
losses on disposition, of the six properties previously designated as held for disposition subject to
the transition rules of SFAS No. 144 and not reclassified as held for the long term through the
earlier of their respective disposition dates or the years ended December 31, 2004, 2003 and 2002.

For the years ended December 31

2004 2003 2002

Total reVENUES. ...cccevivieieeiie e $ 507 3 10,716 § 24,593
Operating eXpenses .......ocevcerrererrvicereennns (374) (4,739) (7,814)
Property taxes ...oocvevevceciecreeieeee e (75) (1,732) (2,420)
Depreciation and amortization................... - - (65)
Interest and other income........coocereceniane (68) 8 120
INterest EXPENSe. .........ocovvvrreuerecereeeierienanans (100) (1,417) (4,115)
{Loss) Income before gain on disposition

of real estate, NEt.......ccovorverrrrersrrscrennnnn. $ (110) $ 2,836 3 10,299

F-23



Notes to the Financial Statements
$ in thousands, except share and per share amounts

REAL ESTATE, continued

Properties — Held for Disposition, continued

(ii) The table below summarizes the Corporation’s properties designated as held for disposition
pursuant to SFAS No. 144.
Date
Designated
as Held for Provision Date
Property Location Disposition Taken Disposed
Plaza West Bethesda, MD Jun-02 $ - Jul-02
McKinney Place Dallas, TX Sep-02 - Oct-02
Warner Center Los Angeles, CA Sep-02 - Dec-02
Goddard Corporate Park Lanham, MD Dec-02 9,782 Feb-03
Rosslyn Gateway Arlington, VA Dec-02 - Mar-03
Esperante Office Building W. Palm Beach, FL Mar-03 - Sep-03
Clark Tower Memphis, TN Jun-03 14,592 Aug-03
Minnesota Center Minneapolis, MN Sep-03 3,572 Oct-03
9800 La Cienega Los Angeles, CA Dec-03 - Nov-03
Park Central II Dallas, TX Dec-03 - Dec-03
Desert Passage Las Vegas, NV Dec-03 57,024 Dec-03
Hollywood & Highland Retail ~ Los Angeles, CA Feb-04 142,431 Feb-04
Hollywood & Highland Hotel ~ Los Angeles, CA Feb-04 - Feb-04
1441 Main Street Columbia, SC Jun-04 - Jun-04
St. Louis Place St. Louis, MO Jun-04 - Jun-04
Borden Building Columbus, OH Jun-04 22,095 Jul-04
Park Central 1 Dallas, TX Jun-04 2,703 Aug-04
1333 Main Street Columbia, SC Jun-04 7,023 Aug-04
3700 Bay Area Blvd. Houston, TX Jun-04 - Sep-04
Lakeside Centre and New Atlanta, GA Jun-04 10,261 Dec-04
Market Business Park

Bank of America-Columbia Columbia, SC Jun-04 3,525 Dec-04
Williams Center [ & II Tulsa, OK Jun-04 23,051 N/A
Capital Center IT & 111 Sacramento, CA Sep-04 - Sep-04
Silver Spring Centre Silver Spring, MD Sep-04 - Nov-04
Gateway Center Pittsburgh, PA Sep-04 40,330 Dec-04
110 William Street New York, NY Sep-04 - Dec-04
250 West Pratt Street Baltimore, MD Sep-04 - Dec-04
Shoreline Square Long Beach, CA Sep-04 - N/A

In accordance with SFAS No. 144, the results of operations and gains or losses on disposition, if
any, for the twenty-seven properties previously designated as held for disposition and sold prior
to December 31, 2004, for all periods presented, have been reported as discontinued operations.
In addition, in accordance with SFAS No. 144, the results of operations of the two properties
designated as held for disposition and not sold, for all periods presented, have been reported as
discontinued operations.

The following summarizes the combined condensed results of operations, excluding any gains or
losses on disposition, of the twenty-seven properties previously designated as held for disposition
and sold prior to December 31, 2004 and the two properties designated as held for disposition
and not sold, through the earlier of their respective disposition dates or the years ended December
31, 2004, 2003 and 2002.
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3. REAL ESTATE, continued

Properties — Held for Disposition, continued

For the years ended December 31

2004 2003 2002

Total reVENnUeS ......voeevveeeiiiieecrer e S 132,747 $ 236,943 $ 275,345
Operating eXpenses.........cocvvrvereeeneerrenenn. (59,806) (112,431) (120,563)
Property taXxes ..c....oocovveeriiieeevre e (12,338) (19,876) (24,794)
Depreciation and amortization ................. (20,718) (50,068) (45,707)
Provision for loss on discontinued real

ESTALE .oeeieieeie ettt e e (108,988) (18,164) (209,237)
Interest and other income ........coccovveneennn. 3,687 1,132 2,671
Interest EXPense ...........ocoovrverererenserennns (13,552) (35,188) (45,015)
(Loss) Income from discontinued

operations, net of provision for loss

on discontinued real estate................... $ (78,968) $ 2,348 § (167,300)

Acquisitions of Real Estate During the Year Ended December 31, 2004

Net
Date Rentable Purchase
Purchased Property Location Sq. Ft. Price
{(unaudited)
August 27 Bank of America Plaza Los Angeles, CA 1,422,000 $ 420,693
November 12 2001 M Street Washington, D.C. 229,000 O 75,561
$ 496,254

) Value of acquired interest

In August 2004, the Corporation acquired Bank of America Plaza, located at 333 South Hope Street, Los
Angeles, California, from an unrelated third party for a net purchase price of approximately $420,693. The
acquisition was financed with two non-recourse mortgage loans totaling approximately $242,000, bearing
interest at an average fixed rate of 5.31% and scheduled to mature in September 2014. The remainder of
the purchase price was funded from proceeds from the Corporation’s 2004 Unsecured Credit Facility
(hereinafter defined).

In November 2004, the Corporation entered into a joint venture, Trizec 2001 M Street Holdings LLC, with
an unrelated third party to purchase an interest in an entity that owns 2001 M Street. Trizec 2001 M Street
Holdings LLC is owned 98% by the Corporation and 2% by a third party. Trizec 2001 M Street Holdings
LLC acquired such interest from an unrelated third party valued at approximately $75,561 (see Note 5).
The property is encumbered by a non-recourse mortgage loan of approximately $44,500, bearing interest at
a fixed rate of 5.25% and scheduled to mature in December 2014. The remainder of the purchase price was
funded with proceeds from the Corporation’s 2004 unsecured credit facility (hereinafter defined).

In accordance with SFAS No. 141, the Corporation allocated the net purchase price of Bank of America
Plaza and the value of the acquired interest in the entity that owns 2001 M Street as follows:

Bank of America

Plaza 2001 M Street

Land....oocoii $ 51,774 $ 24,920
Building and Improvements..................... 292,471 46,763
Chiller Plant.......cccoveevviiicieiiincieereennns 11,151 -
Tenant Improvements ........cc.oceeereinnnneen. 9,520 1,501
Leasing COMMISSIONS ....cceevveierencnrennnns 6,608 1,049
In-Place Lease Value at Market............... 26,563 6,390
Tenant Relationship Value....................... 27,269 5,792
Above Market Lease Value.........c....oce.... 5,477 67
Below Market Lease Value.......cccooee. (10,140) (10,921

$ 420,693 $ 75,561
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3. REAL ESTATE, continued

Acquisitions of Real Estate During the Year Ended December 31, 2002

Rentable Purchase

Date Acquired Property Location Sq.ft. Price

(unaudited)
April 12 151 Front Street Toronto, ON 272,000 § 29,115
June 3 10 and 120 Riverside — acquisition of

ground lease and other obligations Chicago, IL - 7,150
June 4 Ernst & Young Plaza Los Angeles, CA 1,252,000 112,350
$§ 148,615

In June 2002, the Corporation acquired the remaining 75% interest in Ernst & Young Plaza that it did not
already own for a net purchase price of approximately $112,350. The Corporation assumed approximately
$79,166 in debt related to the 75% interest acquired. The Corporation has consolidated the results of
operations of Ernst & Young Plaza beginning in June 2002.

In April 2002, the Corporation acquired 151 Front Street from TrizecHahn, a related party, and, accordingly,
the acquisition has been recorded at TrizecHahn's historical cost basis. This property was sold in January

2004.

In accordance with SFAS No. 141, the Corporation allocated the net purchase price of Emnst & Young Plaza

as follows:

E&Y Plaza
Land ..o 3 25,500
Building and Improvements 63,744
Tenant Improvements........c.o.cocvecenereene 14,327
Leasing Commissions..........cocevevecccorneees 2,239
In-Place Lease Value at Market............... 8,963
Above Market Lease Value..........ccoveee. 3,554
Below Market Lease Value ...........c....... (5,977)
$ 112,350

Ground Lease Obligations

Properties carried at a net book value of approximately $364,286 and $544,004 at December 31, 2004 and
2003, respectively, are situated on land subject to lease agreements expiring in the years 2021 to 2086.
Minimum land rental payments for each of the next five years and thereafter are as follows:

Years ending December 31, 2005 $ 1,119
2006 1,119

2007 1,246

2008 1,255

2009 1,257

Thereafter 223,076

$ 229,072

Additional rent is payable under certain land lease agreements based on rental revenue or net cash flows
from properties. Ground lease payments of approximately $2,990, $2,961 and $2,862 are included in
operating expenses for the years ended December 31, 2004, 2003 and 2002, respectively.

F-26




Notes to the Financial Statements
$ in thousands, except share and per share amounts

3. REAL ESTATE, continued
Future Minimum Rents

Future minimum rentals, excluding operating expense recoveries, to be received under non-cancelable tenant
leases in effect at December 31, 2004 for each of the next five years and thereafter, are as follows:

Years ending December 31, 2005 $ 496,835
2006 452,424

2007 410,740

2008 365,044

2009 304,259

Thereafter 871,685

$ 2,900,987

4. UNCONSOLIDATED REAL ESTATE JOINT VENTURES

The Corporation participates in unconsolidated real estate joint ventures in various operating properties
which are accounted for using the equity method. In most instances, these projects are managed by the
Corporation.

The following is a summary of the Corporation's ownership in unconsolidated real estate joint ventures at
December 31, 2004 and December 31, 2003:

Legal Interest"

December 31
Entity Property and Location 2004 2003
Marina Airport Building, Ltd. Marina Towers, Los Angeles, CA 50% 50%
Dresser Cullen Venture Kellogg, Brown & Root Tower, Houston, TX 50% 50%
Main Street Partners, L.P. Bank One Center, Dallas, TX 50% 50%
1114 TrizecHahn-Swig, L.L.C. The Grace Building, New York, NY 50% 50%
1411 TrizecHahn-Swig, L.L.C. 1411 Broadway, New York, NY 50% 50%
1460 Leasehold TrizecHahn Swig L.L.C./1460
Fee TrizecHahn Swig L.L.C. 1460 Broadway, New York, NY 50% 50%
IBG/TrizecHahn Waterview Venture L.L.C. Waterview Development, Arlington, VA® ) -% 80%
Waterview L.P. Waterview Development, Arlington, VA® 25% -%
Trizec Plaza of the Americas, L.P. Plaza of the Americas, Dallas, TX® 50% -%

™ The amounts shown above approximate the Corporation’s legal ownership interest as of December 31, 2004 and December 31, 2003. Cash
flows from operations, capital transactions and net income are allocated to the joint venture partners in accordance with their respective
partnership agreements. The Corporation’s share of these items is subject to change based on, among other things, the operations of the
property and the timing and amount of capital transactions.
This property was not consolidated as the minority member had substantive participating rights that afforded the minority member equal
voting rights on all major decisions as well as final approval of the operating and capital expenditures budgets.

© On April 30, 2004, the members of the JBG/TrizecHahn Waterview Venture L.L.C. sold the property to a newly formed joint venture in which
the Corporation acquired a 25% interest. See discussion below.

@ on May 18, 2004, the Corporation sold a 50% interest in Plaza of the Americas and formed Trizec Plaza of the Americas L.P. joint venture.
See discussion below.

Unconsolidated Real Estate Joint Venture Financial Information

The following represents combined summarized financial information of the Corporation’s unconsolidated
real estate joint ventures. The individual joint ventures that contribute more than 10% of the Corporation’s
consolidated net income have been itemized in the tables below.
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4, UNCONSOLIDATED REAL ESTATE JOINT VENTURES, continued
Unconsolidated Real Estate Joint Venture Financial Information, continued

December 31, December 31,

2004 2003

Assets

Real €5tate, MEt....oiiiieiiiiii e e $ 522,249 $ 426,450

OhET SSELS .....ooeeeveceeieicieeiee s s et 213,965 146,057
TOtAl ASSELS ......oovveeeecieeecece e $ 736214 S 572,507
Liabilities

Mortgage debt and other 10ans............ccccoveiiniiii i 850,908 452,609

Other Habilities ..oeooveviveriiiieec e 33,646 23,248

Partners’ EQUILY ........oooveverveviesireseies e seses s es e s e (148,340) 96,650
Total liabilities and equity ...................cccooorreriverieieeieireses $ 736214 S 572,507
Corporation’s share of qUItY ......coveeveveciceccrrcee s $ (91,486) $ 55,582
Net excess of cost of investments over the net book value of underlying

BSSEES vt ive it iteite et ete et e et et etb et b et s e e raea s erb b rberb e a e s s s s essereersersare e eean 167,939 175,603
Reclassification of distributions in excess of investment in an

unconsolidated JOINt VENTUIE .........ccoccrereiinreiinreennecineenconcerereneenens 43,188 -

Carrying value of Corporation’s investment in unconsolidated real
eStAte JOINT VEMTUIES ........oooovvoeoeeeeeeeeee e eeees e $ 119,641  § 231,185

Corporation's share of mortgage debt............ccoovovieiieceriiernns $§ 420,160 § 232,712

For the Years Ended December 31

2004 2003 2002
Hollywood
New & Other
Center Highland Joint
Total Total One Hotel Ventures Total

Total Revenues ........................ $203,674 $213,113 § 9362 § 14266 $187,780 $211,408
Expenses

Operating and other................ 99,220 100,575 4,180 12,239 88,519 104,938

Depreciation and amortization 24,985 26,914 1,931 1,090 25,544 28,565

Provision for loss on real estate - - 20,010 42,423 - 62,433
Total expenses......................... 124,205 127,489 26,121 55,752 114,063 195,936
Other income (expense)

Interest and other income....... 843 602 27 16 1,081 1,124

(Loss) Gain on early debt

retirement........ocoevveeveennnn (10,263) 4,125 - - - -

Interest eXpense................... (42,606) (37.927) _ (2,030) (6,165) (36,277) _ (44,472)
Total other expense................. (52,026) (33,200)  (2,003) (6,149) (35,196)  (43,348)
Income (loss) before gain on

disposition of real estate, net 27,443 52,424  (18,762) (47,635) 38,521 (27,876)
Gain on disposition of real estate 1,080 1,136 - - - -
Net income (10SS)...................... $ 285523 § 53,560 $(18,762) S (47,635) § 38521 8 (27.876)
Corporation’s share of net

income (10SS) .........cocrveeuren... $ 15,243 § 23,336 §(19,118) § (44,685) § 16,172 § (47,631)
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UNCONSOLIDATED REAL ESTATE JOINT VENTURES, continued
Unconsolidated Real Estate Joint Venture Financial Information, continued

The joint ventures that owned New Center One and Hollywood & Highland Hotel have recorded provision
for losses to the carrying values of these properties. The Corporation's share of these provisions for loss
was approximately $58,880 for the year ended December 31, 2002.

At December 31, 2002, a non-recourse loan secured by New Center One in Detroit, Michigan, which was
keld in a joint venture, was in default. On February 25, 2003, the joint venture sold the property and repaid
the loan.

Contributions, Advances and Distributions

During the year ended December 31, 2004, the Corporation made cash and non-cash contributions and
advances to its unconsolidated real estate joint ventures in the aggregate amount of approximately $97,708,
and received distributions from its unconsolidated real estate joint ventures in the aggregate amount of
approximately $253,551. Included in distributions received from the Corporation’s unconsolidated real
estate joint ventures is approximately $167,165 of distributions received from the Swig Joint Ventures
(defined hereinafter) due to proceeds received from the refinancing of its mortgage loan. This distribution
has exceeded the Corporation’s cumulative investment in the Swig Joint Ventures by approximately
$43,188, which has been recorded in other accrued liabilities as the Corporation is committed to provide
financial support to the Swig Joint Ventures in the future. During the year ended December 31, 2003, the
Corporation made contributions and advances to its unconsolidated real estate joint ventures in the
aggregate amount of approximately $27,062, and received distributions from its unconsolidated real estate
joint ventures in the aggregate amount of approximately $21,660.

1114 TrizecHahn-Swig, L.L.C. and 1411 TrizecHahn-Swig, L.L.C.

In March 2004, 1114 TrizecHahn-Swig, L.L.C. and 1411 TrizecHahn-Swig, L.L.C., joint ventures through
which the Corporation owns approximately 50% interests in The Grace Building and 1411 Broadway,
respectively, (together, the “Swig Joint Ventures”) repaid and retired a mortgage loan with a principal
balance of approximately $39,843 that bore interest at a rate of LIBOR plus 3.5%. The Corporation loaned
its joint venture partner approximately $20,030 in conjunction with the debt pay off and retirement. The
loan to the Corporation’s joint venture partner bore interest at a rate of LIBOR plus 2.75%, was payable in
full on the earlier of March 18, 2005 or the date of the refinancing of the joint venture’s remaining
mortgage loan, and was collateralized by the joint venture partner’s investment in the joint venture. The
Corporation’s loan to its joint venture partner was repaid in full and retired in June 2004 in conjunction
with the refinancing discussed below.

In June 2004, the Swig Joint Ventures refinanced an approximately $206,868 mortgage loan, which bore
interest at a fixed rate of 7.50% and was scheduled to mature in March 2005, with two mortgage loans
totaling approximately $600,000, bearing interest at an average fixed rate of 5.52% and scheduled to mature
in July 2014. In May 2004, the Swig Joint Ventures entered into forward rate swap agreements to lock in a
maximum effective interest rate on the refinanced mortgage loans. The forward rate swap agreements were
entered into at current market rates and, therefore, had no initial cost. Upon closing of the refinanced
mortgage loans, the Corporation advanced approximately $11,540 to the Swig Joint Ventures and the Swig
Joint Ventures paid approximately $11,540 to settle the forward rate swap agreements, which has been
recorded in other comprehensive income. The approximately $11,540 paid on settlement of the forward
rate swap agreements will be amortized into interest expense over the life of the mortgage loan. The Swig
Joint Ventures repaid the approximately $11,540 advance in the third quarter of 2004. The Swig Joint
Ventures recorded a loss on early debt retirement of approximately $10,150 comprised primarily of the
write-off of unamortized deferred financing costs and a yield maintenance fee.
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4.

UNCONSOLIDATED REAL ESTATE JOINT VENTURES, continued
Trizec Plaza of the Americas, L.P.

In May 2004, the Corporation entered into a joint venture agreement with a third party to own and operate
Plaza of the Americas, located in Dallas, Texas. Prior to the formation of Trizec Plaza of the Americas,
L.P., Plaza of the Americas was 100% owned by the Corporation. In conjunction with the formation of
Trizec Plaza of the Americas, L.P., the Corporation sold a 50% interest in Plaza of the Americas to the third
party for a net sales price of approximately $47,794, resulting in a net loss on disposition of real estate of
approximately $20,836. In conjunction with the sale of its 50% interest in Plaza of the Americas, the
Corporation determined that the fair value of Plaza of the Americas, based upon the contract price, was less
than the Corporation’s carrying value of such asset. Accordingly, the Corporation recognized a provision
for loss on real estate of approximately $12,749 related to its 50% interest in Plaza of the Americas to
reduce the carrying value of such property to its fair value.

In June 2004, Trizec Plaza of the Americas, L.P. entered into an approximately $68,000 mortgage loan,
bearing interest at a fixed rate of 5.12% and maturing in July 2011. Plaza of the Americas was removed
from a pool of cross-collateralized loans that are part of a 2001 commercial mortgage-backed securities
financing.

JBG/TrizecHahn Waterview Venture L.L.C.

In April 2004, the JBG/TrizecHahn Waterview Venture L.L.C., a joint venture through which the
Corporation owned an 80% interest in the Waterview Development, located in Arlington, Virginia, sold the
property, a mixed-use development land parcel, to a newly formed joint venture, Waterview L.P. in which
the Corporation acquired a 25% interest. The JBG/TrizecHahn Waterview Venture L.L.C. recognized a
gain on disposition of real estate of approximately $1,080 in conjunction with such sale.

Main Street Partners, L.P.

As part of the periodic assessment of the Corporation’s real estate investments relative to both the extent to
which such investments are consistent with the Corporation’s long-term real estate investment objectives
and performance and prospects of each investment, the Corporation determined in the second quarter of
2004 that its investment in Main Street Partners, L.P., a joint venture through which the Corporation owns a
50% interest in Bank One Center in Dallas, Texas, was impaired. As a result of the reassessment of the
anticipated future operating results of such non-core investment, the Corporation determined that its
investment in such joint venture was impaired. The Corporation recognized a provision for loss on
investment of approximately $14,558 to reduce the carrying value of such investment to its fair value. In
addition, in August 2004, Main Street Partners, L.P. repaid and retired the mezzanine loan on Bank One
Center. The mezzanine loan had a principal balance of approximately $19,102, bore interest at a variable
rate of 11.90% and was scheduled to mature in December 2004. Main Street Partners, L.P. recorded a loss
on early debt retirement of approximately $113 comprised of the write off of unamortized deferred
financing costs.

CONSOLIDATED REAL ESTATE JOINT VENTURES

Although the financial condition and results of operations of the following joint ventures are consolidated,
there are unaffiliated parties that own an interest in these joint ventures. The Corporation consolidates
these joint ventures because it owns at least 50% of the respective ownership entities and controls major
decisions. The following is a summary of the Corporation’s ownership in consolidated real estate joint
ventures at December 31, 2004 and December 31, 2003:
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5.

CONSOLIDATED REAL ESTATE JOINT VENTURES, continued

Legal Interest’

December 31
Entity Property and Location 2004 2003
TrizecHahn Hollywood Hotel L.L.C.  Hollywood & Highland Hotel, Los
Angeles, CA® - 91.5%
TrizecHahn 1065 Avenue of the 1065 Avenue of the Americas, New
Americas LL.C. York, NY 99.0% 99.0%
Trizec 2001 M Street Holdings L.L.C. 2001 M Street, Washington, D.C. 98.0% -
TrizecHahn Mid-Atlantic Limited
Partnership Various 98.0% 98.0%

®The amounts shown above approximate the Corporation’s legal ownership interest as of December 31, 2004 and December 31,
2003. Cash flows from operations, capital transactions and net income are allocated to the joint venture partners in accordance with
their respective partnership agreements. The Corporation’s share of these items is subject to change based on, among other things,
the operations of the property and the timing and amount of capital transactions.

@This property was consolidated as of December 31, 2003 in accordance with FIN No. 46R. The Corporation sold this property on
February 27, 2004.

Hollywood & Highland Hotel

The Corporation applied the provisions of FIN No. 46R for all entities as of December 31, 2003. The
Corporation determined that the Hollywood & Highland Hotel was a VIE in which the Corporation was the
primary beneficiary.

The Hollywood & Highland Hotel is a 640-room hotel located in Los Angeles, California. At December
31, 2003, the Corporation had a 91.5% ownership and economic interest in an entity that owned the
Hollywood & Highland Hotel. Prior to December 31, 2003, the Corporation accounted for the Hollywood
& Highland Hotel as an investment in an unconsolidated real estate joint venture. On December 31, 2003,
the Corporation consolidated the Hollywood & Highland Hotel. The net impact of the consolidation of the
Hollywood & Highland Hotel was an increase in the Corporation’s consolidated assets of approximately
$93,979, representing the net book value of the real estate, cash and cash equivalents and other assets. In
addition, the Corporation consolidated approximately $81,517 of mortgage debt related to the Hollywood
& Highland Hotel. The Corporation’s maximum exposure to loss was approximately $81,517,
representing the amount of mortgage debt outstanding at December 31, 2003. Upon consolidation of the
Hollywood & Highland Hotel, the Corporation recognized a cumulative effect of a change in accounting
principle of approximately $3,845 representing the minority member’s share of the Hollywood & Highland
Hotel’s non-recoverable cumulative losses. On February 27, 2004, the Corporation sold the Hollywood &
Highland Hotel (see Note 15).

Trizec 2001 M Street Holdings L.L.C.

In November 2004, the Corporation entered into a joint venture, Trizec 2001 M Street Holdings L.L.C.,
with an unrelated third party to purchase an interest in an entity that owns 2001 M Street. Trizec 2001 M
Street Holdings L.L.C. is owned 98% by the Corporation and 2% by a third party. Trizec 2001 M Street
Holdings L.L.C. acquired such interest from an unrelated third party valued at approximately $75,561. The
property is encumbered by a non-recourse mortgage loan of approximately $44,500, bearing interest at a
fixed rate of 5.25% and scheduled to mature in December 2014. The remainder of the purchase price was
funded with proceeds from the Corporation’s 2004 unsecured credit facility (hereinafter defined).

TrizecHahn Mid-Atlantic Limited Partnership

The Corporation owns 100% of the general partner units and 98% of the limited partnership units (“Units”)
at December 31, 2004 and 2003 of TrizecHahn Mid-Atlantic Limited Partnership. The remaining Units are
held by unrelated limited partners who have a right to redeem their Units before 2012, at a redemption
value equal to the fair market value of an equivalent number of shares of common stock of Trizec
Properties. Upon redemption of the Units, the TrizecHahn Mid-Atlantic Limited Partnership is required to
pay cash to the holder in an amount equal to the redemption value, or the Corporation has the option of
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CONSOLIDATED REAL ESTATE JOINT VENTURES, continued
TrizecHahn Mid-Atlantic Limited Partnership, continued

triggering the effective issuance of freely tradable shares of common stock of Trizec Properties. The
redemption value of the outstanding Units is approximately $4,543 and $4,166 at December 31, 2004 and
2003, respectively. The change in redemption value is recorded as an allocation to minority interest in the
consolidated statements of operations.

INVESTMENT IN SEARS TOWER

Mortgage Receivable

On December 3, 1997, the Corporation purchased a subordinated mortgage collateralized by the Sears
Tower in Chicago, Illinois, for approximately $70,000 (the “Subordinated Mortgage”) and became the
residual beneficiary of the trust that holds title to the Sears Tower. The outstanding balance of the
Subordinated Mortgage, including accrued interest, was approximately $294.0 million at acquisition. At
December 31, 2002, the Sears Tower was held by a trust established for the benefit of an affiliate of Sears,
Roebuck and Co. The trust had a scheduled termination date of January 1, 2003, at which time the assets of
the trust, subject to a participating first mortgage, were to be distributed to the Corporation as the residual
beneficiary. The Subordinated Mortgage was subordinate to an existing non-recourse participating first
mortgage (the “First Mortgage”).

The Subordinated Mortgage held by the Corporation, which was to mature in July 2010, had certain
participation rights to the extent of available cash flow. Since acquisition, the Corporation had not been
accruing interest income on the Subordinated Mortgage due to the uncertainty regarding ultimate
collectibility of accrued interest. In 2002, a loss provision of approximately $48,292 was recorded to
reduce the carrying value of the Corporation’s investment in the Sears Tower to its estimated fair value of
approximately $23,600.

On August 28, 2003, the Corporation sold its interest in the Subordinated Mortgage to Metropolitan Life
Insurance Company, the holder of the First Mortgage, for approximately $9,000. During the third quarter
of 2003, the Corporation recognized a loss on the sale of its interest in the Subordinated Mortgage to
Metropolitan Life Insurance Company of approximately $15,491. In addition, the Corporation recognized
a tax benefit related to this transaction of approximately $12,000 which is included in benefit (provision)
for income and other corporate taxes.

DEFERRED CHARGES

Deferred charges consist of the following:
December 31

2004 2003
Leasing costs $ 147,697 $ 154,266
Financing costs 31,950 43,639
179,647 197,905
Less: Accumulated amortization (68,948) (76,063)

8 110,699 $ 121,842
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8. MORTGAGE DEBT, OTHER LOANS AND CREDIT FACILITY
Properties Held for the
Long Term Other Loans Total Debt
Weighted Weighted Weighted Weighted
average average average average
interest interest interest interest
rates at rates at rates at rates at
Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec 31, Dec. 31, Dec. 31, Dec. 31,
2004 2004 2004 2004 2004 2004 2003 2003
Collateralized property
loans:
At fixed rates............... 6.31% $ 2,024,055 - $ - 6.31% $ 2,024,055 5.99% $2,548,340
At variable rates (subject
to interest rate caps).... - - - - - - 3.91% 120,000
At variable rates........... - - - - - - 4.20% 137,893
Other loans
At fixed rates............... 5.84% 16,723 6.75% 28,504 6.43% 45,227 432% 60,742
6.31% $ 2,040,778 6.75% § 28,504 6.32% $ 2,069,282 5.78% $2,866,975
Unsecured credit facility. ... 4.76% 150,000 - -
6.21% $ 2,219,282 5.78% $2,866,975

Certain of the Corporation’s loans are cross-collateralized with, or subject to cross-default or cross-
acceleration provisions in, other loans.

Collateralized Property Loans

Property loans are collateralized by deeds of trust or mortgages on properties and mature on various dates
between January 2005 and December 2014,

At December 31, 2004 and 2003, the Corporation had outstanding interest rate swap contracts in the
notional amount of $150,000, bearing a weighted average interest rate of 6.02% and maturing on March 15,
2008. In addition, at December 31, 2003, the Corporation had outstanding interest rate swap contracts in
the notional amount of $500,000, bearing a weighted average interest rate of 2.61% plus various spreads
and maturing between July 1, 2005 and January 1, 2006. For the year ended December 31, 2004, the
Corporation recorded unrealized derivative gains, related to interest rate swap contracts, through other
comprehensive income of approximately $13,187. For the years ended December 31, 2003 and 2002, the
Corporation recorded unrealized derivative losses, related to interest rate swap contracts, through other
comprehensive income of approximately $4,256 and $15,229, respectively. Due to the pay off and
retirement of certain amounts of variable rate debt during the year ended December 31, 2004, and due to
the anticipated pay off and retirement of certain variable rate debt in the future, the Corporation de-
designated interest rate swap contracts in the notional amount of $375,000. In December 2004, the
Corporation settled $500,000 of interest rate swap contracts. As a result of the settlement of $500,000 of
interest rate swap contracts, the Corporation realized a derivative gain of approximately $1,073 for the year
ended December 31, 2004. At December 31, 2004, the debt hedged by the remaining interest rate swap
contracts was classified as fixed in the above table. The aggregate cost to unwind these interest rate swap
contracts was approximately $9,239 and $20,325 at December 31, 2004 and 2003, respectively. The
Corporation expects to amortize approximately $5,477 from other comprehensive income (loss) into
earnings within the next twelve months.

In June 2002, the Corporation entered into interest rate cap contracts that expired in June 2004 on $120,000
of its variable rate debt, which limited the underlying LIBOR interest rate on such debt to 6.50%. At
December 31, 2003, the fair value of these interest rate cap contracts was nominal. In addition, and not
reclassified in the table above at December 31, 2003, the Corporation entered into an interest rate cap
contract that expired in April 2004 on approximately $584,700 of its variable rate debt, which limited the
underlying LIBOR rate on such debt to 11.01%. At December 31, 2003, the fair value of this interest rate
cap contract was nominal.

In April 2004, the Corporation elected to exercise the first of two one-year extensions on approximately
$272,720 of its variable interest rate commercial mortgage pass-through certificates, thereby extending the
maturity date of such variable interest rate commercial mortgage pass-through certificates to April 2005. In
conjunction with such extension, the Corporation entered into an interest rate cap agreement expiring on
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MORTGAGE DEBT, OTHER LOANS AND CREDIT FACILITY, continued
Collateralized Property Loans, continued

April 15, 2005 that limits the underlying LIBOR interest rate on the variable interest rate commercial
mortgage pass-through certificates to 8.93%.

In August 2004, in conjunction with the acquisition of Bank of America Plaza, located at 333 Hope Street,
Los Angeles, California, the Corporation entered into two non-recourse mortgage loans totaling
approximately $242,000, bearing interest at an average fixed rate of 5.31% and scheduled to mature in
September 2014.

Principal repayments of debt outstanding at December 31, 2004 are due as follows:

Collateralized Other

Property Loans Loans Total
Years ending December 31, 2005 $ 22,253 $ 28,874 $ 51,127
2006 429,286 386 429,672
2007 95,814 272 96,086
2008 512,347 276 512,623
2009 14,876 295 15,171
Subsequent to 2009 949,479 15,124 964,603
$ 2,024,055 $ 45227 $ 2,069,282

The estimated fair value of the Corporation's debt approximates its carrying value at December 31, 2004,
and 2003.

Refinancing and Early Debt Retirement

In January 2004, the Corporation refinanced the $120,000 mortgage loan on Ernst & Young Plaza in Los
Angeles, California, which bore interest at a variable rate of LIBOR plus 2.75% and was scheduled to
mature in June 2004, with a $120,000 mortgage loan bearing interest at a fixed rate of 5.07% and
scheduled to mature in February 2014. In December 2003, the Corporation entered into forward rate swap
agreements to lock in a maximum effective interest rate on the refinanced mortgage loan. The forward rate
swap agreements were entered into at current market rates and, therefore, had no initial cost. Upon closing
of the refinanced mortgage loan, the Corporation paid approximately $3,767 in settlement of the forward
rate swap agreements, which has been recorded in other comprehensive income. The approximately
$3,767 paid on settlement of the forward rate swap agreements will be amortized to interest expense over
the life of the mortgage loan. In addition, the Corporation recorded a loss on early debt retirement of
approximately $343, comprised primarily of the write-off of unamortized deferred financing costs.

In February 2004, the Corporation paid off and retired the mortgage loan on Galleria Towers in Dallas,
Texas. The mortgage loan had a principal balance of approximately $133,490, bore interest at a fixed rate
of 6.79% and was scheduled to mature in May 2004. In conjunction with the pay off and retirement of the
mortgage loan, the Corporation recorded a loss on early debt retirement of approximately $40, comprised
primarily of the write-off of unamortized deferred financing costs.

In June 2004, the Corporation repaid the mortgage loan on 1065 Avenue of the Americas in New York,

New York. The mortgage loan had a principal balance of approximately $36,498, bore interest at a fixed
rate of 7.18% and was scheduled to mature in December 2004.
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MORTGAGE DEBT, OTHER LOANS AND CREDIT FACILITY, continued
Refinancing and Early Debt Retirement, continued

In July 2004, the Corporation paid off and retired the mortgage loan on Newport Tower in Jersey City,
New Jersey. The mortgage loan had a principal balance of approximately $102,810, bore interest at a fixed
rate of 7.09% and had a maturity date of November 2004,

In July 2004, the Corporation paid down approximately $444,149 of its variable rate commercial mortgage
pass-through certificates primarily by drawing on the 2004 Unsecured Credit Facility (hereinafter defined).
The variable interest rate commercial mortgage pass-through certificates bore interest at a variable rate of
LIBOR plus various spreads between 0.289% and 0.529% and were scheduled to mature between 2006 and
2008. In conjunction with the pay down of the variable interest rate commercial mortgage pass-through
certificates, the Corporation recorded a loss on early retirement of debt of approximately $3,233, comprised
of the write-off of unamortized deferred financing costs of approximately $2,376 and a prepayment fee of
approximately $857.

In November 2004, the Corporation paid off and retired the mortgage loan on Bank of America Plaza, in
Columbia, South Carolina. The mortgage loan had a principal balance of approximately $19,918, bore
interest at a fixed rate of 6.90% and had a maturity date of March 2005. The Corporation sold Bank of
America Plaza in December 2004.

In December 2004, in conjunction with the sale of 250 West Pratt Street, located in Baltimore, Maryland,
the Corporation and the lender of the mortgage loan collateralized by such property, agreed to modify
certain terms of the mortgage loan. The lender of the mortgage loan agreed to release the property as
collateral for the mortgage loan in consideration of the establishment of an escrow, for the benefit of the
lender, in the amount of approximately $28,704. The escrow is comprised of funds to be used to repay the
full outstanding principal balance of the mortgage loan as well as interest payments through January 3,
2005. On January 3, 2005, the funds held in escrow were released to the lender. The escrow funds of
approximately $28,704 are included in restricted cash on the Corporation’s balance sheet at December 31,
2004.

In conjunction with the sale of real estate during the year ended December 31, 2004, the Corporation paid
off approximately $279,827 of mortgage debt, resulting in a loss on early debt retirement of approximately
$2,027 comprised of the write-off of unamortized deferred financing costs of approximately $608 and a
prepayment penalty of approximately $2,656, offset by the forgiveness of debt of approximately $1,237.

During the first quarter of 2003, the lender for the Corporation’s remaining technology property forwarded
a notice of default related to debt service on the $17,896 construction facility. On June 30, 2003, the
Corporation conveyed title for such property to the lender and was no longer obligated to the lender under
the $17,896 construction facility. In addition, the Corporation remitted approximately $483 to the lender in
full satisfaction of any amounts owed to the lender related to the construction facility. On June 30, 2003,
the Corporation recorded a gain on early debt retirement of approximately $3,619 related to this
transaction. This loan was not cross-defaulted to any other of the Corporation’s loans and was scheduled to
mature in October 2003.

In June 2003, the Corporation refinanced the approximately $55,107 variable rate development loan on
One Alliance Center in Atlanta, Georgia, which was scheduled to mature in October 2003, with a $70,000,
4.78% fixed rate mortgage that matures in June 2013. In May 2003, the Corporation, through a third party,
arranged to set a maximum rate on this loan through a forward rate agreement. Upon closing of this loan,
the Corporation paid approximately $3,437 in settlement of this forward rate agreement, which it has
recorded in other comprehensive income. The amount paid on settlement will be amortized into interest
expense over the life of the loan.

In conjunction with the sale of real estate during the year ended December 31, 2003, the Corporation paid

off and retired approximately $307,702 of mortgage debt, resulting in a loss on early debt retirement of
approximately $1,357 comprised primarily of the write-off of unamortized deferred financing costs.
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MORTGAGE DEBT, OTHER LOANS AND CREDIT FACILITY, continued
Unsecured Credit Facility

The Corporation entered into a three-year, $350,000 revolving credit facility (the “2001 Revolving Credit
Facility”) with a group of banks in the fourth quarter of 2001. In the fourth quarter of 2002, the group of
banks unanimously agreed to amend and restate the 2001 Revolving Credit Facility (the “2002 Revolving
Credit Facility™). Generally, in exchange for the receipt of collateral, the group of banks agreed to provide
more flexible financial covenants than had been originally negotiated. In June 2004, the Corporation
retired the 2002 Revolving Credit Facility and entered into a $750,000 unsecured credit facility with a
group of banks (the “2004 Unsecured Credit Facility”). The 2004 Unsecured Credit Facility consists of a
$600,000 revolving component and a $150,000 term component, bears interest at LIBOR plus a spread of
1.15% to 2.0% based on the Corporation’s total leverage, and matures in June 2007. The financial
covenants, as defined in the 2004 Unsecured Credit Facility, include the quarterly requirements for the total
leverage ratio not to exceed 65.0% during year one, 62.5% during year two and 60.0% during year three;
the requirement for the interest coverage ratio to be greater than 2.0 times; the requirement for the fixed
charge coverage ratio to be greater than 1.5 times; and the requirement for net worth to be in excess of $1.5
billion. The financial covenants also include a restriction on dividends or distributions of more than 90%
of the Corporation’s funds from operations (as defined in the 2004 Unsecured Credit Facility Agreement).
If the Corporation is in default in respect of its obligations under the 2004 Unsecured Credit Facility
Agreement, dividends will be limited to the amount necessary to maintain REIT status. The Corporation
anticipated it would not meet all requirements with respect to the dividend restriction covenant under the
2004 Unsecured Credit Facility Agreement for the nine months ended September 30, 2004 and the year
ended December 31, 2004. As such, the Corporation requested and received a waiver from the lenders of
the 2004 Unsecured Credit Facility which waives said requirements for such covenant for the nine months
ended September 30, 2004 and the year ended December 31, 2004. Other than noted, at December 31,
2004, the Corporation was in compliance with these financial covenants. Certain conditions of the 2004
Unsecured Credit Facility may restrict the amount eligible to be borrowed at any time. In conjunction with
the retirement of the 2002 Revolving Credit Facility, the Corporation recorded a loss on early debt
retirement of approximately $1,389 comprised of the write-off of unamortized deferred financing costs.

At December 31, 2004, the amount eligible to be borrowed under the Corporation’s 2004 Unsecured Credit
Facility was approximately $484,928, of which $150,000 was drawn and outstanding. At December 31,
2003, the amount eligible to be borrowed under the Corporation’s 2002 Revolving Credit Facility was
approximately $217,005, none of which was drawn and outstanding.

Limitations on Indebtedness

The Corporation conducts its operations through various subsidiaries which are party to loan agreements
containing provisions that require the maintenance of financial ratios and impose limitations on additional
indebtedness and possible distributions in respect of capital stock.

Liability for Obligations of Partners

The Corporation was contingently liable for certain obligations related to the Hollywood & Highland
Hotel, one of the Corporation’s consolidated real estate joint ventures. At December 31, 2003, the
Corporation had guaranteed or was otherwise contingently liable for an approximate $74,000 mortgage
loan that was scheduled to mature in April 2003. All of the assets of the Hollywood & Highland Hotel
were available for the purpose of satisfying this obligation. In April 2003, the joint venture amended and
restated this loan, extending its maturity to April 2005. In addition, as part of the new agreement, the
Hollywood & Highland Hotel joint venture paid approximately $15,267 to reduce the outstanding balance
to approximately $78,000. The joint venture was also required to make a further payment of
approximately $4,000 in October 2003 and was required to make another payment of approximately
$4,000 in April 2004, so that the balance of the loan outstanding in April 2004 would be approximately
$70,000. In April 2004, the loan was to be subject to a potential additional paydown based on a new
appraisal. At December 31, 2002, the total amount the Corporation had guaranteed or was otherwise
contingently liable for was approximately $100,867. This included approximately $93,267 related to the
Hollywood & Highland Hotel and approximately $7,600 related to the Corporation’s New Center One joint
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10.

11.

MORTGAGE DEBT, OTHER LOANS AND CREDIT FACILITY, continued
Liability for Obligations of Partners, continued

venture that was retired upon the sale of the property in the New Center One joint venture. On February
27, 2004, the Corporation sold the Hollywood & Highland complex and is no longer contingently liable for
obligations related to the Hollywood & Highland Hotel.

REORGANIZATION COSTS AND RECOVERY

Based on the strategic plan adopted at the end of 2000, the Corporation targeted general and administrative
expense savings from the benefits to be derived from both functional and office location consolidations. As
a result of a comprehensive review of its operations during 2001 for this purpose, the Corporation initiated
a reorganization plan to simplify its management structure and centralize accounting, payroll and
information services functions at its headquarters in Chicago. The reorganization plan resulted in the
separation of approximately 150 employees, exclusive of any new hires, by the end of 2002.

As a result of the completion of the reorganization and office centralization, during the fourth quarter of
2002, the Corporation reviewed the remaining liability based on future estimated expenditures and,
accordingly, reduced its accrual for anticipated expenditures by approximately $3,260. At December 31,
2004 and 2003, approximately $30 and $2,308, respectively, was included in other accrued liabilities with
respect to these liabilities.

PROVISION FOR LOSS ON REAL ESTATE

In May 2004, the Corporation entered into a joint venture agreement with a third party to own and operate
Plaza of the Americas, located in Dallas, Texas. Prior to the formation of Trizec Plaza of the Americas,
L.P., Plaza of the Americas was 100% owned by the Corporation. In conjunction with the formation of
Trizec Plaza of the Americas, L.P., the Corporation sold a 50% interest in Plaza of the Americas to the third
party for a net sales price of approximately $47,794, resulting in a net loss on disposition of real estate of
approximately $20,836. In conjunction with the sale of its 50% interest in Plaza of the Americas, the
Corporation determined that the fair value of Plaza of the Americas, based upon the contract price, was less
than the Corporation’s carrying value of such asset. Accordingly, the Corporation recognized a provision
for loss on real estate of approximately $12,749 related to its 50% interest in Plaza of the Americas to
reduce the carrying value of such property to its fair value.

PROVISION FOR LOSS AND RECOVERY OF PROVISION FOR LOSS ON DISCONTINUED
REAL ESTATE

As part of the periodic assessment of the Corporation’s real estate properties relative to both the extent to
which such assets are consistent with the Corporation’s long-term real estate investment objectives and the
performance and prospects of each asset, the Corporation determined in the second quarter of 2004 that its
investments in seven real estate properties were impaired. Given the Corporation’s strategy focused on
owning core real estate in its seven core markets, the Corporation reduced its anticipated recovery period of
certain of its remaining non-core assets. As a result of the reduction in the anticipated holding period,
together with a reassessment of the anticipated future operating income of such non-core real estate
properties and the effects of new competition and demand for the properties, the Corporation determined
that its investments in the Borden Building, Park Central I, 1333 Main Street, Lakeside Centre, New
Market Business Park, Bank of America—Columbia and Williams Center I & II were impaired. In
accordance with SFAS No. 144, the Corporation recorded a provision for loss on discontinued real estate in
the aggregate amount of approximately $78,271 in the second quarter of 2004 to reduce the book value of
such non-core assets to their estimated fair values. During the third quarter of 2004, the Corporation
entered into agreements to sell Lakeside Centre, New Market Business Park and Bank of America-
Columbia at sales prices in excess of previous expectations. In accordance with SFAS No. 144, the
Corporation reduced its provision for loss on discontinued real estate in the aggregate amount of
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12.

PROVISION FOR LOSS AND RECOVERY OF PROVISION FOR LOSS ON DISCONTINUED
REAL ESTATE, continued

approximately $9,613 to increase the book values of Lakeside Centre, New Market Business Park and Bank
of America- Columbia to their fair values based upon established contract prices, less estimated costs to
sell.

During the second quarter of 2004, internal valuations indicated that the value of Gateway Center, located
in Pittsburgh, Pennsylvania, had declined. Accordingly, a provision for loss on real estate in the amount of
approximately $40,330 was recorded in the second quarter of 2004. Gateway Center was encumbered by a
mortgage loan in the principal amount of approximately $39,838. In August 2004, the Corporation
received a notice of default related to the debt service from the lender of the mortgage loan on Gateway
Center. In September 2004, the Corporation and the lender of the mortgage loan on Gateway Center agreed
to modify certain terms of such mortgage loan primarily to reduce the yield maintenance penalty upon
prepayment of the mortgage loan, as well as to allow the lender of the mortgage loan to participate in sales
proceeds in excess of certain debt repayment and debt repayment costs upon the sale of Gateway Center.
In conjunction with this loan modification, the lender of the mortgage loan granted a forbearance with
respect to any default by the Corporation under the terms of the mortgage loan prior to modification. If the
Corporation defaults on any of the terms of the loan modification, the forbearance becomes null and void
and the lender of the mortgage loan is entitled to exercise all of its rights and remedies under the original
mortgage loan, including acceleration of the payment of the mortgage loan in full.

During the second quarter of 2003, the Corporation determined that the fair value of Clark Tower, located
in Memphis, Tennessee, was less than its carrying value. Fair value was based on a sale contract less
estimated costs to sell. Accordingly, a provision for loss on real estate in the amount of approximately
$14,592 was recorded in the second quarter of 2003.

During the third quarter of 2003, the Corporation determined that the fair value of Minnesota Center,
located in Minneapolis, Minnesota, was less than its carrying value. Fair value was based on a sale contract
less estimated costs to sell. Accordingly, a provision for loss on real estate in the amount of approximately
$3,572 was recorded in the third quarter of 2003.

During 2002, internal valuations indicated that the value of Desert Passage, located in Las Vegas, Nevada,
and Hollywood & Highland Retail, located in Los Angeles, California, had declined. Accordingly, an
additional provision for loss in the amount of approximately $142,431 for Hollywood & Highland Retail
and approximately $57,024 for Desert Passage was recorded in 2002. In addition, during the fourth quarter
of 2002, the Corporation determined that the fair value of Goddard Corporate Park, located in Lanham,
Maryland, was less than its carrying value. Fair value was based on a sale contract less estimated costs to
sell. Accordingly, a provision for loss on real estate in the amount of approximately $9,782 was recorded
in the fourth quarter of 2002.

PROVISION FOR AND LOSS ON INVESTMENTS

As part of the periodic assessment of the Corporation’s real estate investments relative to both the extent to
which such investments are consistent with the Corporation’s long-term real estate investment objectives
and performance and prospects of each investment, the Corporation determined in the second quarter of
2004 that its investment in Main Street Partners, L.P., a joint venture through which the Corporation owns a
50% interest in Bank One Center in Dallas, Texas, was impaired. As a result of the reassessment of the
anticipated future operating results of such non-core investment, the Corporation determined that its
investment in such joint venture was impaired. The Corporation recognized a provision for loss on
investment of approximately $14,558 to reduce the carrying value of such investment to its fair value.

On August 28, 2003, the Corporation sold its interest in the Subordinated Mortgage collateralized by the

Sears Tower to Metropolitan Life Insurance Company for approximately $9,000. The Corporation
recorded a loss on investment due to the sale of the Subordinated Mortgage of approximately $15,491.
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13.

PROVISION FOR AND LOSS ON INVESTMENTS, continued

In 2002, the Corporation recorded a loss on its investment in the Sears Tower of approximately $48,292 to
reduce the carrying value of the Corporation’s investment in the Sears Tower to its estimated fair value of
approximately $23,600. In addition, on December 5, 2002, the Corporation sold its interest in Chelsfield
plc for approximately $76,622, resulting in a loss on investment of approximately $12,679.

INCOME AND OTHER CORPORATE TAXES
Reconciliation of Net Income to Taxable Income
REIT taxable income differs from net income reported for financial reporting purposes due to differences
for U.S. federal tax purposes in the estimated useful lives and methods used to compute depreciation and
the carrying value of the investments in properties and the timing of revenue recognition, among other

things. The following table reconciles the Corporation's net income (loss) available to common
stockholders to taxable income for the years ended December 31, 2004, 2003 and 2002.

For the years ended December 31

2004 2003 2002

Net Income (Loss) Available to Common

StocKholders .........ccooeviiiiiiiie e § 96,489 $ 198,527 $§ (188,783)
Elimination of earnings from unconsolidated subsidiaries..  (18,412) 6,897 86
Special dividend not deductible for tax purposes................ 4,824 5,226 866
Federal income tax (benefit) provision..........ccoceevvvreenennns (1,520) (50,178) 143
Book/tax differences on losses from disposition................. (144,020) (56,423) (17,698)
Straight-line rent adjustments............cccocecerenevercrenercncnrne (19,010) (26,305) (40,109)
Depreciation and amortization timing differences .............. 36,819 35,143 1,794
Net operating loss utilized.........c.cooceninine e, (34,172) (4,437) (549)
Provision for losses not deductible for tax ...........cccvveeeneee. 136,295 - 316,410
Dividend income from taxable REIT subsidiaries .............. 21,252 - -
Other book/tax differences, net........cccceevviviiiiiiieeeeenieeennen, (5,238) 16,980 12,442
REIT Taxable INCOME..........ooooeiiiiieeiiie s $ 73,307 $ 125430 $ 84,602

(Provision) Benefit for Income and Other Corporate Taxes

The (provision) benefit for income and other corporate taxes is as follows:

For the years ended December 31

2004 2003 2002

Provision computed at combined federal and state

STALULOTY TALES 1vveveveeeeeereravereseseseseereneeeeesreresasesesesssasesnenaas $ - $ - 3 -
Franchise, income, alternative minimum and foreign tax... (3,963) (6,102) (4,896)
Capital 10ss carryback..........coverrereinnrorcrceeiinninennnreeeeee 730 26,902 -
Change N TESETVE .....cccveiinuiriereecrie et siee e nens (1,146) 20,977 -
(Provision) Benefit from operations .......c.coocevveeeerccnennn.. (4,379) 41,777 (4,896)
(Provision) Benefit on gains and 10SS€S.........cocccevineninnns (9,218) 2,333 -
Total (provisions) benefits .........cccoovverrrrvrerenerincerecennnn, $ (13,587) § 44110 § (4,896)
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13. INCOME AND OTHER CORPORATE TAXES, continued

In 2003, the Corporation recognized a tax benefit from a capital loss carryback resulting in a refund of
taxes of approximately $29,235. The Corporation had various sale and liquidation transactions that
resulted in a capital loss in 2003. For tax purposes, this capital loss was carried back three years to a non-
REIT tax year. As a result, the Corporation was able to offset prior year capital gains with this 2003 capital
loss, which allowed the Corporation to claim a tax refund. The carryback of the 2003 capital loss to 2000
reinstated a pre-REIT regular net operating loss of approximately $44,748 and an AMT net operating loss
of $0. This pre-REIT net operating loss is in addition to a regular net operating loss of approximately
$10,927 and AMT net operating loss of approximately $8,653 that originated as a part of the 2002
reorganization. The pre-REIT net operating loss has been fully utilized to offset built-in-gain income
recognized by the Corporation.

For the years ended December 31, 2004, 2003, and 2002, the Corporation had net operating loss
carryforwards of approximately $10,927, $45,099, and $49,537, respectfully, and AMT credits of
approximately $23,537, $21,411, and $21,080, respectively. The current net operating loss carryforward
expires between 2020 and 2022. A valuation allowance fully offsets these amounts.

In 1999, the IRS commenced an examination of the Corporation’s prior tax years including the year ended
December 31, 1998. In 2000, the Corporation became aware that the IRS was challenging the treatment of
two separate dispositions, which were treated as Section 1031 exchanges (non-taxable) during the 1998 tax
year. Based on the IRS audit and its assertion that these events were taxable, the Corporation recorded a
tax liability of approximately $37,626 in 2000, representing an estimate of the probable tax liability
resulting from these two transactions. In the fourth quarter of 2003, the Corporation concluded its appeals
process with the IRS concerning the 1998 tax audit. The Corporation and the IRS agreed to a resolution,
but as of December 31, 2004, the Corporation had not yet received the final definitive documentation from
the IRS evidencing the agreement. At December 31, 2003, the Corporation reduced its tax liability relating
to the two transactions to approximately $16,649, which represented the amount owed by the Corporation,
agreed to by the Corporation and the IRS. The reduction of the tax liability resulted in a tax benefit of
approximately $20,977. The Corporation reduced its original estimate because it believed that the
resolution with the IRS was probable and provided a better estimate of the tax liability. In February 2005,
the Corporation received the final documentation from the IRS, which is consistent with the previous
agreement.

14, GAIN (LOSS) ON DISPOSITION OF REAL ESTATE

During the three years ended December 31, 2004, the Corporation disposed of the following properties and
recorded the following gain (loss) on disposition of real estate:

Gain (Loss) on Dispoesition of Real Estate, Net, During the Year Ended December 31, 2004

Date Rentable Net Sale Gain (Loss)
Seld Property Location Sq. Ft. Price On Sale
(unaudited)
January 15 151 Front Street Toronto, ON 272,000 $ 58228 § 20,343
May 10 Residual land Sarasota, FL - 1,005 1,005
May 18 Plaza of the Americas® Dallas, TX 588,000? 47,794 (20,724)
June 14 Woodbridge land Woodbridge, VA - 15,359 7,380
November 23 Residual Land Woodbridge, VA - 4,489 4,489
§ 126875 § 12,493
Tax expense related to sale (5,135)
Gain on disposition of real estate, net $ 7,358

Mon May 18, 2004, the Corporation sold a 50% interest in Plaza of the Americas and formed Trizec Plaza of the
Americas L.P. joint venture. See discussion below.
@Represents 50% of rentable square feet.

In conjunction with the sale of 151 Front Street in Toronto, Ontario, the Corporation recognized a foreign
currency exchange gain of approximately $3,340 representing the accumulated foreign currency translation
adjustments related to the operations of the property through the date of sale.
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14. GAIN (LOSS) ON DISPOSITION OF REAL ESTATE, continued

Gain on Disposition of Real Estate During the Year Ended December 31, 2003

Date Rentable Net Sales Gain
Sold Property Location Sq.ft. Price On Sale
(unaudited)
January 15 Paseo Colorado Pasadena, CA 410,000 $ 111,402 § 13,603
Gain on disposition of real estate $ 111402 $ 13,605
Gain on Disposition of Real Estate During the Year Ended December 31, 2002
Date Rentable Net Sales Gain
Sold Property Location Sq.ft. Price On Sale
(unaudited)
January 31 Hanover Office Park Greenbelt, MD 16,000 $ 877 % 31
February 20 Valley Industrial Park Seattle, WA - 27,301 64
April 24 Perimeter Woods Charlotte, NC 313,000 26,119 34
June 11 Clybourn Center Chicago, IL. - 11,599 1,710
Various Residual lands and other Various - 4,849 1,157
Gain on disposition of real estate $ 70,745 § 2,996

15. GAIN (LOSS) ON DISPOSITION OF DISCONTINUED REAL ESTATE

During the three years ended December 31, 2004, the Corporation sold the following properties that had
been designated as held for disposition pursuant to SFAS No. 144:

Gain (Loss) on Disposition of Discontinued Real Estate, Net, During the Year Ended December 31,
2004 for Properties Designated as Held for Disposition Pursuant to SFAS No. 144

Date Rentable Net Sales Gain (Loss)
Sold Property Location Sq. Ft. Price On Sale
(unaudited)
February 27 Hollywood & Highland Retail Los Angeles, CA 645,000 $ 114415 § 23,583
February 27 Hollywood & Highland Hotel Los Angeles, CA 600,000 84,332 8,607
June 24 1441 Main Street Columbia, SC 274,000 26,415 6,020
June 30 St. Louis Place St. Louis, MO 337,000 30,097 (8,847)
July 30 Borden Building Columbus, OH 569,000 28,305 (274)
August 20 Park Central 1 Dallas, TX 128,000 4,668 (281)
August 27 1333 Main Street Columbia, SC 225,000 12,087 112
September 22 Capital Center 1 & 111 Sacramento, CA 529,000 68,940 15,600
September 28 3700 Bay Area Blvd Houston, TX 399,000 41,992 3,725
November 30 Silver Spring Centre Silver Spring, MD 216,000 37,018 15,323
December 1 Lakeside Centre/New Market
Business Park Atlanta, GA 1,135,000 91,423 206
December 10 Gateway Center Pittsburgh, PA 1,468,000 51,185 7,692
December 16 110 William Street New York, NY 868,000 158,472 55,177
December 17 250 West Pratt Street Baltimore, MD 368,000 50,509 3,551
December 30 Bank of America Plaza Columbia, SC 303,000 33,135 (603)
$ 832993 § 129,591
Tax expense related to sales, net (4,083)
Gain on disposition of discontinued real estate, net $ 125,508
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15. GAIN (LOSS) ON DISPOSITION OF DISCONTINUED REAL ESTATE, continued

Gain (Loss) on Disposition of Discontinued Real Estate, Net, During the Year Ended December 31,
2003 for Properties Designated as Held for Disposition Pursuant to SFAS No. 144

Gain/
Date Rentable Net Sales (Loss)
Sold Property Location Sq.ft. Price On Sale
(unaudited)
February 25 Goddard Corporate Park Lanham, MD 203,000 § 17908 § (890)
March 14 Rosslyn Gateway Arlington, VA 253,000 53,911 9,429
August 6 Clark Tower Memphis, TN 650,000 38,907 59
September 25 Esperante Office Building W. Palm Beach, FL 248,000 59,886 19,155
QOctober 15 Minnesota Center Minneapolis, MN 289,000 40,236 459
November 19 9800 LaCienega Los Angeles, CA 358,000 21,915 941
December 15 Park Central 11 Dallas, TX 140,000 7,726 838
December 22 Desert Passage Las Vegas, NV 445,000 239,119 26,510
$ 479,608 $ 56,501
Tax benefit related to sales, net 2,333
Gain on disposition of discontinued real estate, net $ 58,834

Gain (Loss) on Disposition of Discontinued Real Estate, Net, During the Year Ended December 31,
2002 for Properties Designated as Held for Disposition Pursuant to SFAS No. 144

Gain/
Date Rentable Net Sales (Loss)
Sold Property Location Sq.ft. Price On Sale
(unaudited)
June 24 Warner Center,
Panavision Building Los Angeles, CA 148,000 $ 13461 § (197)

July 12 Plaza West Bethesda, MD 99,000 19,690 3,339
Qctober 17 McKinney Place Dallas, TX 146,000 12,650 1,881
December 11 Warner Center Los Angeles, CA 224,000 32,428 9,693

Gain on disposition of real estate, net  $ 78,229 § 14716

16. LAWSUIT SETTLEMENT

In December 2004, the Corporation received approximately $3,582 as final settlement of outstanding
asbestos property damage claims related to certain of the Corporation’s sold properties.

In July 2003, the Corporation reached an agreement in which the Corporation agreed to end litigation and
resolve standing disputes concerning the development and subsequent bankruptcy of the hotel and casino
adjacent to the Desert Passage project. In exchange for the Corporation’s agreement to end the
development litigation and the Corporation’s agreement to permit and assist in the re-theming of the hotel
and casino complex, the other parties to the litigation agreed to dismiss all claims against the Corporation.
This settlement agreement was approved by the United States Bankruptcy Court for the District of Nevada
in August 2003. In the third quarter of 2003, the Corporation recognized a gain on lawsuit settlement of
approximately $26,659 comprised primarily of the forgiveness of debt. The Corporation did not receive
any cash proceeds from the litigation settlement.
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17.

RELATED PARTY INFORMATION
Transactions During 2004

On October 9, 2003, 4172352 Canada, Inc., an affiliate of Trizec Canada Inc., contributed approximately
$4,000 to the Corporation in exchange for preferred membership units in an entity that indirectly held a
91.5% interest in the Hollywood & Highland Hotel. The holders of the preferred membership units were
entitled to an initial dividend of 8% per annum, increasing to 12% per annum, as well as any unrecovered
capital contribution at the time of liquidation. On February 27, 2004, the Corporation sold the Hollywood
& Highland Hotel. The Corporation remitted approximately $4,790 to 4172352 Canada, Inc. in full
satisfaction of any outstanding dividends and unrecovered capital contribution.

In December 2004, the Corporation sold 110 William Street, located in New York, New York, to an
affiliate of Swig Investment Company, one of the Corporation’s joint venture partners, for a net sale price
of approximately $158,472.

Transactions During 2003

In July 2003, the Corporation issued 173,006 shares of its common stock to its Chairman of the Board as a
net settlement of the exercise of 1,000,000 warrants held by the Chairman. The Corporation recognized
compensation expense of approximately $2,080 related to the net settlement of such warrants, which is
included in general and administrative expense.

Transactions During 2002
@) TREHI

On January 1, 2002, TREHI settled its existing advance from parent of approximately $236,619 in
exchange for issuing 237 shares of TREHI common stock to TrizecHahn. As a result of this
transaction, advances from parent was reduced by approximately $236,619 with a corresponding
increase to additional paid-in capital.

On March 14, 2002, TrizecHahn contributed its investment in TREHI to Trizec Properties in
exchange for 30,317 shares of Trizec Properties common stock and 269,661 shares of Trizec
Properties Class C Convertible Preferred Stock. As a result of this transaction, Trizec Properties
Class C Convertible Preferred Stock was increased by approximately $296,627 with a
corresponding decrease to additional paid-in capital.

(i) Acquisition of 151 Front Street

On April 12, 2002, TrizecHahn transferred its interest in 151 Front Street, Toronto, Ontario, to the
Corporation for approximately $29.6 million in cash. As a result of this related party transaction,
the Corporation has recorded property value of approximately $29,115, which is TrizecHahn's
historical cost basis. The difference between cash paid and the historic book value has been
recorded as a distribution of additional paid-in capital. 151 Front Street has been classified as a
property held for disposition pursuant to the transition rules of SFAS No. 144.

(iii) Contribution of Chelsfield plc

On April 19, 2002, in connection with the Reorganization, TrizecHahn contributed its investment
in Chelsfield ple, a UK real estate company whose shares are listed on the London Stock
Exchange, to the Corporation at TrizecHahn's value of approximately $89,266. The Corporation
owned approximately 19,512 ordinary shares, or approximately 6.9% of the outstanding ordinary
shares, of Chelsfield plc as a result of this contribution. In consideration for the ordinary shares of
Chelsfield plc received, TrizecHahn was issued 49,330 shares of Trizec Properties Class C
Convertible Preferred Stock at a value of approximately $54,263 and retired a 335,000 non-
interest bearing advance from the Corporation.
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17.

RELATED PARTY INFORMATION, continued
Transactions During 2002, continued
(iii) Contribution of Chelsfield ple, continued

The Corporation's investment in Chelsfield plc had been designated as an equity investment
available for sale. The investment was carried at fair value with the resulting unrealized gain or
loss, including any unrealized foreign currency exchange gain or loss, being recorded in other
comprehensive income. On December 5, 2002, the Corporation sold its interest in Chelsfield plc
for approximately $76,622. The Corporation recorded a loss of approximately $12,679.

(iv) Contribution of Borealis

TrizecHahn had investments in private equity and venture capital funds managed by Borealis
Capital Corporation and in Borealis Capital Corporation (collectively referred to as "Borealis™).
On April 30, 2002, TrizecHahn contributed its investment in Borealis to the Corporation in
exchange for 3,909 shares of Trizec Properties Class C Convertible Preferred Stock valued at
approximately $4,300. During the year ended December 31, 2002, the Corporation received
approximately $3,653 related to the disposition of a portion of its interest in Borealis.

Other Related Party Information

For the periods presented, the Corporation, in the normal course of business, reimbursed its parent and/or
affiliates for direct third party purchased services and a portion of salaries for certain employees for direct
services rendered. A significant portion of the reimbursements had been for allocated or direct insurance
premiums, which amounted to approximately $10,915 for the year ended December 31, 2002. For the year
ended December 31, 2003, the Corporation was reimbursed by its parent for insurance premiums, which
amounted to approximately $196.

In connection with the Reorganization, the Corporation entered into a tax cooperation agreement with
TrizecHahn Office Properties, Limited. Under the agreement, the Corporation agreed to continue to
conduct its business activities with regard to the consequences under Canadian tax legislation to
TrizecHahn Office Properties, Limited, related Canadian corporations and Trizec Canada Inc. Compliance
with this agreement may require the Corporation to conduct its business in a manner that may not always
be the most efficient or effective because of potential adverse Canadian tax consequences. Furthermore,
incremental costs may be incurred due to the need to reimburse these entities for any negative tax
consequences.

In connection with the Reorganization, the Corporation agreed to provide shared services to TrizecHahn,
and, therefore, continues to provide certain services to assist TrizecHahn in fulfilling its public disclosure
obligations and conducting investor, media and public relations. TrizecHahn agreed to, and continues to,
provide accounting services in conjunction with the Reorganization. For the years ended December 31,
2004 and 2003, the Corporation recorded other income of approximately $106 and $404, respectively, for
such services provided to TrizecHahn. In addition, the Corporation recorded general and administrative
expense for the years ended December 31, 2004 and 2003 of approximately $350 and $478, respectively,
for such services provided to the Corporation. At December 31, 2004, the Corporation had a receivable
balance of approximately $510 and a payable balance of approximately $460 related to such services. At
December 31, 2003, the Corporation had a receivable balance of approximately $404 and a payable balance
of approximately $478 related to such services.
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19.

REDEEMABLE STOCK

The following classes of stock have been presented on the balance sheet outside of stockholders’ equity as a
result of the redemption features available to the holders of the stock.

Class F Convertible Stock

On December 3, 2001, the Corporation authorized and issued 100,000 shares of Class F Convertible Stock
with a par value of $0.01 per share.

The Class F Convertible Stock is held by a subsidiary of Trizec Canada Inc. and is non-voting, entitled to
cumulative dividends at a fixed rate per annum of $0.05 per share, redeemable at the Corporation's option
or the holder's option after the expiration of the conversion period for $1.00 per share plus unpaid declared
dividends and convertible at the holder's option only upon the occurrence of certain defined events during a
defined conversion period into a number of shares of common stock based on a defined formula,

The stock is convertible into additional shares of the Corporation's common stock so that the Corporation
and its stockholders, and Trizec Canada Inc. and its shareholders, may share the burden if tax pursuant to
the Foreign Investment in Real Property Tax Act of 1980, or FIRPTA, is payable in connection with the
Reorganization or other limited types of transactions or events.

The Corporation cannot declare or pay dividends on any of the other classes of stock nor can the
Corporation redeem or purchase for cancellation any of the other classes of stock unless all unpaid and
undeclared cumulative dividends have been declared and paid or set apart for payment.

The Corporation has recorded the holder's redemption feature at $100 at December 31, 2004 and 2003.
Special Voting Stock

On December 3, 2001, the Corporation authorized and issued 100 shares of Special Voting Stock with a par
value of $0.01 per share. All shares of Special Voting Stock are held by a subsidiary of Trizec Canada Inc.

The Special Voting Stock has special voting rights that give the holder, when aggregated with the voting
rights of Trizec Canada Inc. and its subsidiaries pursuant to ownership of common stock, a majority of
votes in elections of directors to the Board of Directors of the Corporation at any time prior to January 1,
2008, so long as Trizec Canada Inc. and its subsidiaries hold at least 5% of the Corporation's common
stock. Thereafter, the Special Voting Stock is non-voting. In addition, for 66 months after the effective
date of the Reorganization, this stock will entitle its holder to cash dividends that reflect non-Canadian
taxes, principally cross-border withholding taxes, payable in respect of common stock dividends and
special voting stock dividends paid to Trizec Canada Inc. or its subsidiaries. The Special Voting Stock is
redeemable at the Corporation's or the holder's option after a defined date at $1,000 per share plus unpaid
declared dividends.

The Corporation has recorded the holder's redemption feature at $100 at December 31, 2004 and 2003.
STOCKHOLDERS' EQUITY
Reorganization

On May 7, 2002, all issued and outstanding shares of Series B Convertible Preferred Stock and all issued
and outstanding shares of Class C Convertible Preferred Stock (except 4 shares held by a charity which
were converted on May 21, 2002) were converted into common stock and the outstanding shares of
Common Stock were split on a 1.0840374367693 for 1 basis resulting in 149,805,946 shares being owned
indirectly by TrizecHahn and 43,300 shares being owned by third-party charities. On May 8, 2002, the
Reorganization became effective with the result that, as of May 8, 2002, 59,922,379 shares of common
stock were owned directly or indirectly by Trizec Canada Inc. and 89,926,867 shares were owned by
former TrizecHahn stockholders and by third-party charities.
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19.

STOCKHOLDERS' EQUITY, continued
Reorganization, continued

Additionally, the Corporation issued 8,368,932 options and 8,772,418 warrants to purchase shares of
common stock in connection with the Reorganization.

The 8,368,932 options granted on May 8, 2002 as part of the Reorganization were granted to replace
existing TrizecHahn options. The vesting period and exercise price (which has been stated in United States
dollars at the conversion rate on May 8, 2002) of the newly issued options is the same as the options which
they replaced. The expiration date for certain options has been extended to November 7, 2007.

The exercise price of certain of these options was less than the Corporation’s share price on May 8, 2002.
Accordingly, the Corporation recognized $6,011 as unearned compensation, which represents the intrinsic
value of the options on the grant date. The Corporation immediately recorded an expense of $2,002, which
represents the options that were already vested on the grant date. During the remainder of 2002, the
Corporation amortized $3,212 into income. The remaining $797 of unearned compensation is recognized
into earnings over the vesting period of the options.

Series B Convertible Preferred Stock

The Series B Convertible Preferred Stock was non-voting, entitled to cumulative dividends at a fixed rate
per annum of 7.5% of the redemption value, redeemable at the Corporation's option at $1,000 per share
plus unpaid cumulative dividends and convertible at the holder's option into a number of shares of common
stock equal to $1,000 divided by the fair market value of one share of common stock at the time of
conversion, as determined by the Board of Directors.

On April 19, 2002, in connection with the Reorganization, the Corporation paid $111,050 of cumulative
dividends on its Series B Convertible Preferred Stock.

On May 7, 2002, all issued and outstanding shares of Series B Convertible Stock were converted into
common stock.

Class C Convertible Preferred Stock

The Class C Convertible Preferred Stock was non-voting, entitled to cumulative dividends at a fixed rate
per annum of 7% of the redemption value, redeemable at the Corporation's option after December 28, 2006
at $1,100 per share plus unpaid cumulative dividends and convertible at the holder's option into a number
of shares of common stock equal to $1,100 divided by the fair market value of one share of common stock
at the time of the conversion, as determined by the Board of Directors.

On March 29, 2002, in connection with the Reorganization, the Corporation paid $12,405 of cumulative
dividends on its Class C Convertible Preferred Stock.

On May 7, 2002, all issued and outstanding shares of Class C Convertible Preferred Stock (except four
shares held by a charity which were converted on May 21, 2002) were converted into common stock.

2004 Dividends

On March 10, 2004, the Corporation declared a quarterly dividend of $0.20 per share of common stock,
payable on April 15, 2004, to the holders of record at the close of business on March 31, 2004. On June 14,
2004, the Corporation declared a quarterly dividend of $0.20 per share of common stock, payable on July
15, 2004, to the holders of record at the close of business on June 30, 2004. On Septemberl4, 2004, the
Corporation declared a quarterly dividend of $0.20 per share of common stock, payable on October 15,
2004, to the holders of record at the close of business on September 30, 2004. On December 10, 2004, the
Corporation declared a quarterly dividend of $0.20 per share of common stock, payable on January 15,
2005, to the holders of record at the close of business on December 31, 2004. The aggregate amount of
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19.

STOCKHOLDERS' EQUITY, continued
2004 Dividends, continued

dividends paid on April 15, 2004, July 15, 2004, October 15, 2004, and January 15, 2005 totaled
approximately $30,488, $30,496, $30,518, and $30,557, respectively.

On March 10, 2004, the Corporation declared an aggregate dividend of approximately $5 for the Class F
convertible stock, payable on April 15, 2004, to the holders of record at the close of business on March 31,
2004. The Corporation accrued an additional $1 dividend for the Class F convertible stock on March 31,
2004, June 30, 2004, September 30, 2004, and December 31, 2004, respectively.

On March 10, 2004, the Corporation declared an aggregate dividend of approximately $629 for the special
voting stock, payable on April 15, 2004, to the holders of record at the close of business on March 31,
2004, and accrued an additional $674 dividend for the special voting stock. On June 14, 2004, the
Corporation declared an aggregate dividend of approximately $629 for the special voting stock, payable on
July 15, 2004, to the holders of record at the close of business on June 30, 2004, and accrued an additional
$587 dividend for the special voting stock. On September14, 2004, the Corporation declared an aggregate
dividend of approximately $1,719 for the special voting stock, payable on October 15, 2004, of which,
approximately $326 had been previously accrued, to the holders of record at the close of business on
September 30, 2004. On December 10, 2004, the Corporation declared an aggregate dividend of
approximately $1,843 for the special voting stock, payable on January 15, 2005, of which approximately
$935 had been previously accrued to the holders of record at the close of business on December 31, 2004,

For federal income tax purposes, 84.1% of the dividends paid to common stockholders in 2004 represents
ordinary income. Approximately 21.0% of the ordinary dividend income is treated as qualified dividends.
Approximately 15.9% of the dividends paid to common stockholders in 2004 represents return of capital.
The AMT adjustments apportioned to the common stockholders in 2004 was $(0.13) per share.

2003 Dividends

On March 18, 2003, the Corporation declared a quarterly dividend of $0.20 per common share, payable on
April 15, 2003, to the holders of record at the close of business on March 31, 2003. On June 17, 2003, the
Corporation declared a quarterly dividend of $0.20 per common share, payable on July 15, 2003, to the
holders of record at the close of business on June 30, 2003. On September 16, 2003, the Corporation
declared a quarterly dividend of $0.20 per common share, payable on October 15, 2003, to the holders of
record at the close of business on September 30, 2003. On December 10, 2003, the Corporation declared a
quarterly dividend of $0.20 per common share, payable on January 15, 2004, to the holders of record at the
close of business on December 31, 2003. The dividends paid on April 15, 2003, July 15, 2003, October 15,
2003 and January 15, 2004 totaled approximately $30,006, $30,071, $30,107 and $30,255, respectively.

On March 18, 2003, the Corporation declared an aggregate dividend of approximately $6 for the Class F
convertible stock, payable on April 15, 2003. The Corporation accrued an additional aggregate dividend of
approximately $1 on March 31, 2003, June 30, 2003, September 30, 2003 and December 31, 2003,
respectively.

On March 18, 2003, the Corporation declared an aggregate dividend of approximately $776 for the special
voting stock, payable on April 15, 2003. On June 17, 2003, the Corporation declared an aggregate
dividend of approximately $629 for the special voting stock, payable on July 15, 2003. On September 16,
2003, the Corporation declared an aggregate dividend of approximately $2,504 for the special voting stock,
payable on October 15, 2003. On December 10, 2003, the Corporation declared an aggregate dividend of
approximately $1,308 for the special voting stock, payable on January 15, 2004.

For federal income tax purposes, 100% of the dividends paid to common stockholders in 2003 represents

ordinary income. Approximately 0.4% of the ordinary dividend income is treated as qualified dividends.
The AMT adjustments apportioned to the common stockholders in 2003 was $(0.03) per share.
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19.

STOCKHOLDERS' EQUITY, continued
2002 Dividends

In connection with the Reorganization, on April 19, 2002, the Corporation paid cash dividends of
$519,753, of which $51,425 has been charged to retained earnings and the remainder has been charged
against additional paid in capital. The 8,772,418 warrants issued in connection with the Reorganization
were recognized as a non-cash dividend of $24,208, the fair value of the warrants.

During 2002, the Corporation declared and paid three quarterly dividends of $0.0875 per share of common
stock, totaling $39,383. In addition, pursuant to the terms of the Special Voting Stock, the Corporation
declared and paid three quarterly special dividends totaling $866, which represented the withholding taxes
on the Common Stock dividends paid to Trizec Canada Inc. and its subsidiaries subsequent to the
Reorganization.

For federal income tax purposes, 100% of the dividends paid to common stockholders in 2002 represents
return of capital. The AMT adjustments apportioned to the common stockholders in 2002 was $0.01 per
share.

Dividend Reinvestment and Stock Purchase Plan

In June 2004, the Corporation established a dividend reinvestment and stock purchase plan which allows
stockholders to reinvest all or a portion of their dividends in additional shares of the Corporation’s common
stock. The dividend reinvestment and stock purchase plan also allows non-stockholders to purchase shares
of the Corporation’s common stock through the plan and provides both stockholders and non-stockholders
the option to purchase shares of the Corporation’s common stock without paying fees or commissions by
making optional cash investments of $0.1 to $10 per month for current stockholders or $0.3 to $10 per
month for persons who are not current stockholders. Purchases of greater than $10 per month can be
accomplished by the Corporation granting a waiver to the $10 limit.

Treasury Stock

During the year ended December 31, 2004, common shares held in treasury increased by approximately
$88 due to 5,403 common shares surrendered as payment of statutory withholdings for the vesting of
restricted common stock.

During the year ended December 31, 2004, common shares held in treasury increased by approximately
$£90 due to the forfeiture of 8,200 shares of restricted stock.

Priority

The capital stock of the Corporation has the following ranking upon the voluntary or involuntary
liquidation, dissolution or winding up of, or any distribution of the assets of the Corporation among its
shareholders for the purpose of winding up its affairs (from most senior to the least): Class F Convertible
Stock; Special Voting Stock; and common stock.

Restrictions on Ownership

Pursuant to the Corporation's certificate of incorporation, ownership of the Corporation's capital stock by
persons other than qualifying U.S. persons is limited to 45% by value in the aggregate so that the
Corporation will be in a position to attain "domestically-controlled REIT" status for U.S. federal income
tax purposes within 63 months after the effective date of the Reorganization.
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20.

LONG TERM INCENTIVE PLAN AND OTHER AWARDS

On May 8§, 2002, the effective date of the Reorganization, the Corporation adopted the 2002 Stock Option
Plan (the “Plan”). The purpose of the Plan is to attract, retain and motivate directors, officers and key
employees and advisors of the Corporation and to advance the interest of the Corporation by affording
these individuals the opportunity, through the grant of stock-based awards, to acquire an increased
proprietary interest in the Corporation. The Plan also permitted certain non-qualified stock options to be
granted in connection with the Reorganization. The Plan was subsequently amended and restated, effective
May 29, 2003, as the 2002 Long Term Incentive Plan (the “2002 Plan”). The 2002 Plan is administered by
the Compensation Committee which is appointed by the Corporation’s Board of Directors.

The 2002 Plan authorizes the grant to eligible individuals of incentive stock options, non-qualified stock
options, stock appreciation rights (either alone or in tandem with a stock option grant), restricted stock
awards, performance awards and other compensation based on shares of the Corporation’s common stock.

A maximum of 19,000,000 shares of Trizec Properties common stock were approved to be issued under the
Plan. AtDecember 31, 2004, 10,185,972 shares were available for future awards under the 2002 Plan.

Stock Options
The Corporation did not grant non-qualified stock options during the year ended December 31, 2004.

During the year ended December 31, 2003, the Corporation granted 2,297,500 non-qualified stock options
to certain employees. The non-qualified stock options granted vest over three years, have a weighted
average strike price of $8.66 per share and expire ten years from date of grant.

In connection with the Reorganization, employees, former employees and non-employee directors holding
options to purchase subordinate voting shares of TrizecHahn that were cancelled in exchange for options
received such options under the Plan. The vesting periods for these options range from immediately upon
grant to up to four years. The options have a life of between 5.5 and 7 years.

The table below shows the movements during the years ended December 31, 2004, 2003, and 2002 in the
stock options that the Corporation has granted. Prior to Reorganization, the Corporation did not have a
stock option plan.

Weighted Number of
Average Price Options
Balance at December 31, 2001 ..o $ - -
Options Granted........co.veererreeerriieeiteenrieaseeseeeeer e seesiesnesiee s 16.91 9,368,932
OPLioNns EXEICISEA .oovvveeiivirirereririreeeieeeirerresberereeeseesireeseresenene 14.49 (124,400)
Options canceled/forfeited.........oooveveiiriniieniiicieeec 19.11 (669,100)
Balance at December 31, 2002 .......ccoiiiiiiiiiieie e 16.77 8,575,432
Options Branted .........coeveverrrreeenieerecerenirinresee e ssae e eresveereeenen 8.66 2,297,500
Options canceled/forfeited ......oocooie i 17.22 (1,675,768)
Balance at December 31, 2003 ... 14.66 9,197,164
Options eXErciSed ..o oiiiiieireerccie et 12.21 (742,612)
Options canceled/forfeited........ccoininiiinineiiniciien 16.20 (1,158,369)
Balance at December 31, 2004 ..o $ 14.67 7,296,183

F-49




Notes to the Financial Statements
$ in thousands, except share and per share amounts

20. LONG TERM INCENTIVE PLAN AND OTHER AWARDS, continued
Stock Options, continued

The following table summarizes certain information about the outstanding options at December 31, 2004:

Qutstanding Options Exercisable Options
Wtd. Avg. years Wtd. Avg.
Number remaining before Witd. Avg. Number Exercise
Range of Prices Outstanding expiration Exercise Price Exercisable Price
$ 8.61toS$11.64 1,679,467 8.19 $ 8.68 429,294  § 8.70
$11.94 to $14.58 1,601,175 3.96 12.90 1,601,175 12.90
$14.87 t0 $17.98 2,056,917 2.57 15.90 2,026,842 15.88
$18.1610822.01 _ 1958624 299 1996 . __L729624 20.18
7,296,183 4.28 $ 14.67 5,786,935 $ 15.81

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option pricing
model with the following weighted average assumptions:

2003 2002
Expected Dividend Yield.......... 9.2% 8.2%
Expected Price Volatility.......... 24.7% 25.5%
Risk Free Interest Rate.............. 2.7% 4.5%
Expected Life of Options.......... 5-Years 5-Years
Fair Value of Options ............... $0.59 $1.63

Restricted Stock, Restricted Units and Restricted Stock Rights

During the year ended December 31, 2004, the Corporation awarded 405,950 restricted stock rights and
115,700 performance based restricted stock rights to certain employees. These restricted stock rights and
performance based restricted stock rights had fair values of approximately $6,816 and $1,943, respectively,
on the date of grant. The restricted stock rights vest ratably over periods of three to five years. The
performance based restricted stock rights vest ratably over a period of five years provided that specific
performance objectives are achieved. Compensation expense will be charged to earnings over the vesting
period.

During the year ended December 31, 2004, the Corporation awarded 14,056 restricted stock rights to
certain directors of the Corporation. These restricted stock rights had a fair value of approximately $229 on
the date of grant. The restricted stock rights vest on January 1, 2005. Compensation expense will be
charged to earnings over the vesting period.

During the year ended December 31, 2003, the Corporation awarded 172,500 shares of restricted common
stock and 172,500 shares of performance based restricted common stock to certain employees. These
shares of restricted common stock and performance based restricted common stock had fair values of
approximately $1,894 and $1,894, respectively, on the date of grant. The restricted common stock vests
ratably over five years. The performance based restricted common stock vests over periods from one to five
years provided that specific performance objectives are achieved. Compensation expense will be charged
to earnings over the vesting period. In December-2003, certain employees elected to have 116,500 shares
of restricted common stock and 116,500 shares of performance based restricted common stock cancelled
and were issued 116,500 restricted units and 116,500 performance based restricted units in their place. The
restricted units vest over the same five-year period and have the same fair value as the restricted common
shares cancelled. The performance based restricted units vest over the same one to five year period,
provided that specific performance objectives are achieved, and have the same fair value as the
performance based restricted common shares cancelled. Holders of the restricted units and performance
based restricted units have the option to defer settlement of such units for a period of at least three
additional years. Compensation expense will be charged to earnings over the vesting period.
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20. LONG TERM INCENTIVE PLAN AND OTHER AWARDS, continued
Warrants
In connection with the Reorganization, the Corporation issued 8,772,418 warrants. The table below

summarizes the movement in the warrants outstanding during the years ended December 31, 2004, 2003,
and 2002. Prior to Reorganization, the Corporation did not have warrants outstanding.

Weighted Number of
Average Price Warrants
Balance at December 31, 2001 ....ooovoviiiiieeieeeiieee e $ - -
Warrants granted........ocooeeveerieiinniiieieiecieee et 15.58 8,772,418
Warrants eXerciSed.........civrririeiiiirirerieinnriirisre e e eeeee v e 14.05 (59,400)
Warrants canceled/forfeited..........occovvvniiiiviininenniireenn 15.97 (1,365,100)
Balance at December 31,2002 ..o, 15.51 7,347,918
Warrants exXercised ........ovvreeercrriiiuieirenreeeeiee e e aeiestne e aeaas 10.48 (1,704,250)
Warrants canceled/forfeited ......c.ccoovvvveniiciiiinecvecee, 18.01 (2,369,534)
Balance at December 31, 2003 ... 16.34 3,274,134
Warrants eXercised........ooocvorirreririineereniiee sttt 14.19 (263,581)
Warrants canceled/forfeited ............co.cooviiviiiiiiciiniieee 20.83 (632,261)
Balance at December 31, 2004 .....cooooovieiireiiiieeeeieeee e $ 15.38 2,378,292

The following table summarizes certain information abut the outstanding warrants at December 31, 2004:

Outstanding Warrants Exercisable Warrants
Wtd. Avg. years Witd. Avg.
Number remaining before Wtd. Avg, Number Exercise
Range of Prices Outstanding expiration Exercise Price Exercisable Price
$14.51 to $14.99 770,125 1.23 3 14.84 770,125 $ 14.84
$15.15to0 $15.50 600,000 3.01 15.21 600,000 15.21
$15.57w0 82041 __ 1,008,167 229 . 1590 1008167 1590
2,378,292 2.13 $ 15.38 2,378,292 § 15.38

21. EARNINGS PER SHARE

For the year ended December 31, 2004, basic and dilutive weighted average shares outstanding were
151,596,514 and 153,109,854, respectively. In computing weighted average dilutive shares outstanding,
basic weighted average shares outstanding were increased by 1,513,340 in respect to stock options and
warrants that had a dilutive effect. Not included in the computation of diluted net income available to
common stockholders per share, as they would have had an anti-dilutive effect, were 3,306,598 stock
options, 707,000 warrants and 535,706 shares of restricted stock and restricted stock rights. The dilutive
shares were calculated based on $16.20 per share, which represents the average daily trading price for the
year ended December 31, 2004,

For the year ended December 31, 2003, basic and dilutive weighted average shares outstanding were
150,005,663 and 150,453,281, respectively. In computing weighted average dilutive shares outstanding,
basic weighted average shares outstanding were increased by 447,618 in respect to stock options and
warrants that had a dilutive effect. Not included in the computation of diluted net income available to
common stockholders per share, as they would have had an anti-dilutive effect, were 8,671,032 stock
options and 5,966,918 warrants. The dilutive shares were calculated based on $11.31 per share, which
represents the average daily trading price for the year ended December 31, 2003.

In connection with the Reorganization on May 8, 2002, the Corporation modified the number of its issued
and outstanding shares of common stock as described in Note 19 and issued 8,368,932 options and
8,772,418 warrants to purchase shares of common stock. This resulted in 149,849,246 shares of common
stock and 17,141,350 options and warrants being outstanding on May 8, 2002.

F-51




Notes to the Financial Statements
$ in thousands, except share and per share amounts

21. EARNINGS PER SHARE, continued

Basic and diluted earnings per share of common stock for the year ended December 31, 2002 have been
computed as if the 149,849,246 shares of common stock and 17,141,350 stock options and warrants had
been issued and outstanding as of the beginning of each respected period. All Trizec Properties common
stock equivalents were considered for the purpose of determining dilutive shares outstanding. The
Corporation used the average daily trading price from May 8, 2002 through December 31, 2002 to
determine the dilutive effect for the year ended December 31, 2002. Therefore, basic and diluted earnings
per share of common stock are referred to as pro forma for the year ended December 31, 2002.

For the year ended December 31, 2002, basic and dilutive weighted average shares outstanding were
149,477,187. Not included in the computation of diluted net income available to common stockholders per
share, as they would have had an anti-dilutive effect, were 8,575,432 stock options and 7,347,918 warrants.
The dilutive shares were calculated based on $12.61 per share, which represents the average daily trading
price from May 8, 2002 through December 31, 2002.

For the years ended December 31

2004 2003 2002
Income (Loss) from continuing operations...........cocecevvveveenee $ 47415 § 135065 §  (38,329)
Gain on disposition of real estate, net ..........ccovvevvirvrrennnennn, 7,358 11,351 2,996
Less: Special voting and Class F convertible stockholders’
AIVIdEnAS ..o s (4,824) (5,226) (866)
Income (Loss) from Continuing Operations Available to
Common Stockholders ...............cccoovviviiveiniiiiiicecnns 49,949 141,190 (36,199)
Discontinued Operations...........c.cccceeceerrireireaiieeceervenessnearaenns 46,540 61,182 (152,584)
Cumulative effect of a change in accounting principle........... - (3,845) -
Net Income (Loss) Available to Common Stockholders .... $ 96,489 S 198,527 $ (188,783)
Pro forma
Basic Earnings per Common Share
Income (Loss) from continuing operations available to
common StOCKNOIALTS .......vveveiveiecciecse e S 0.33 $ 0.94 $ (0.24)
Discontinued Operations ...........c.ccovveverieeeieiecrieieeeee e 0.31 0.41 (1.02)
Cumulative effect of a change in accounting principle........... - (0.03) -
Net Income (Loss) Available to Common Stockholders.... § 0.64 $ 1.32 $ (1.26)
Pro forma
Diluted Earnings per Common Share
Income (Loss) from continuing operations available to
common StOCKhOIAETS ..........cocveveieiivieicee e S 0.33 $ 0.94 $ (0.24)
Discontinued OPETations .......ccccevereeiereerernensenenenseenernerseens 0.30 041 (1.02)
Cumulative effect of a change in accounting principle........... - (0.03) -
Net Income (Loss) Available to Common Stockholders .... 3 0.63 $ 1.32 3 (1.26)
Pro forma
Weighted average shares outstanding
BaSIC... ettt 151,596,514 150,005,663 149,477,187
DHIUIEA. ...t 153,109,854 150,453,281 149,477,187
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22,

EMPLOYEE BENEFIT PLANS
401(k) Plans

The TrizecHahn USA Employee 401(k) Plan and the TrizecHahn Developments Employee 401(k) Plan
were established to cover eligible employees of Trizec Properties and TrizecHahn Development Inc. and
employees of any designated affiliates. The two plans were merged on December 8, 2002 (the “401(k)
Plan™). The 401(k) Plan permits eligible persons to defer up to 30% of their annual compensation, subject
to certain limitations imposed by the Code. The employees’ elective deferrals are immediately vested and
non-forfeitable upon contribution to the 401(k) Plan. In 2004, 2003 and 2002, Trizec Properties and
TREHI matched dollar for dollar employee contributions to the 401(k) Plan up to 5% of the employee's
annual compensation not to exceed $6. The Corporation incurred expense of approximately $1,641, $1,646
and $1,643 for the years ended December 31, 2004, 2003 and 2002, respectively, related to the 401(k) Plan.

Deferred Compensation Plans

Two of the Corporation's subsidiaries had deferred compensation plans for a select group of management
and highly compensated employees. Effective May 5, 2003, the two plans were merged (the “2003 Plan”).

Under the 2003 Plan, employees are permitted to defer up to 100% of their base salary and/or bonus on a
pre-tax basis and to invest the deferred amount in various investment options. Additionally, the
Corporation may make discretionary contributions under the 2003 Plan on behalf of participants. Upon
completion of a minimum deferral period of four years, participants may elect to release a portion of the
deferred amount. In connection with the deferred compensation plan, a grantor trust has been established
and contributions are made to the trust in amounts equal to participants’ deferrals and any discretionary
contributions. Amounts deferred, and discretionary contributions if any, are expensed as funded. The
Corporation incurred expense of approximately $13, 338 and $38 for the years ended December 31, 2004,
2003 and 2002, respectively. As of December 31, 2004, the Corporation had assets, included in prepaid
expenses and other assets, of approximately $5,614 and a liability of approximately $2,605, representing
the contributions to the 2003 Plan and obligations to the 2003 Plan, respectively. As of December 31, 2003,
the Corporation had assets, included in prepaid expenses and other assets, of approximately $5,610 and a
liability of approximately $3,528, representing the contributions to the 2003 Plan and obligations to the
2003 Plan, respectively.

On December 10, 2003, the Compensation Committee and the Corporation’s Board of Directors approved a
deferred compensation plan effective as of January 1, 2004 (the “2004 Plan™). Under the 2004 Plan, a
select group of management and highly compensated employees of the Corporation are permitted to defer
up to 75% of their base salary and/or up to 100% of their commission and bonus on a pre-tax basis and to
invest the deferred amount in various investment options. The minimum amount of salary, commissions or
bonus that may be deferred is one percent, but not less than $5 per deferral period. In addition, the 2004
Plan permits certain employees who receive restricted stock rights to defer settlement of such awards. The
Corporation may make discretionary contributions under the 2004 Plan on behalf of participants. Such
employees can elect to receive the deferred amounts as either a lump sum payment or annual installments
for up to five years after a minimum five-year deferral period. Amounts deferred and discretionary
contributions, if any, are expensed as funded. The Corporation incurred expense of approximately $52 for
the year ended December 31, 2004. As of December 31, 2004, the Corporation had a liability of
approximately §730, representing the obligations to the 2004 Plan.

Employee Stock Purchase Plan

On March 18, 2003, the Board of Directors of the Corporation approved an employee stock purchase plan
(the “ESPP”) that became effective upon approval by the Corporation’s stockholders on May 29, 2003. A
total of 2,250,000 shares of the Corporation’s common stock are available for purchase under the ESPP.
All employees of the Corporation and certain designated subsidiaries of the Corporation are eligible to
participate in the ESPP as of the first month following the completion of six months of continuous
employment. The ESPP provides for an offering period which generally runs from March 1 to February 28
or 29 of each year; however, the initial offering period under the ESPP ran from September 2, 2003
through February 29, 2004. Eligible employees may purchase shares worth up to $25 in fair market value
per calendar year. The purchase price of the common stock under the ESPP is 85% of the lower of the fair
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EMPLOYEE BENEFIT PLANS, continued
Employee Stock Purchase Plan, continued

market value of the common stock on (a) the first day of the offering period or (b) the date when the shares
are purchased. Shares are purchased on the last trading day of each calendar month. For the year ended
December 31, 2004, 92,431 shares had been issued to employees under the ESPP. For the year ended
December 31, 2003, 35,925 shares had been issued to employees under the ESPP.

Long-Term Outperformance Compensation Program

On October 21, 2004, the Compensation Committee of the Corporation’s Board of Directors made awards
to certain senior executives of the Corporation under a long-term incentive compensation program known
as the Trizec Properties, Inc. 2004 Long-Term Outperformance Compensation Program (the "OPP"). The
OPP was designed as a feature of the Trizec Properties, Inc. 2002 Long-Term Incentive Plan, as amended
(the "LTIP"), which plan previously was approved by the Corporation's stockholders, to pravide
meaningful incentives to senior executives to increase stockholder value by aligning the interests of senior
management with the interests of the Corporation's stockholders. The size and dollar value of the incentive
pool, if any, will depend on the extent to which the Corporation's performance over a three-year period
commencing on October 20, 2004 and ending on October 19, 2007, as measured by the Corporation's total
rate of return to stockholders, exceeds a pre-established performance threshold. The pre-established
performance threshold under the OPP is equal to the greater of (a) 110% of the average of the total rate of
return to stockholders achieved by members of a pre-determined peer group of companies over the three-
year measurement period and (b) a 10% total annual rate of return to the Corporation's stockholders,
compounded annually over the three-year measurement period. The aggregate award amount potentially
allocable to the senior executives will be a dollar amount equal to 6% of the product of (a) the
Corporation’s total rate of return to stockholders over the three-year measurement period minus the pre-
established performance threshold, multiplied by (b) the Corporation’s market capitalization on October 20,
2004. The aggregate award amount will be paid in the form of shares of restricted stock granted under the
LTIP. Subject to certain limited exceptions, the aggregate award amount and maximum number of shares
of restricted stock issuable to participants may not exceed the lesser of (a) $25,000 and (b) 2.5% of the
aggregate number of shares of the Corporation’s common stock outstanding on a fully diluted basis as of
October 19, 2007. The fair value of the award on October 20, 2004 was $1,720. The Corporation will
amortize the value of the award in accordance with SFAS No. 123 over the vesting period. Seventy-five
percent of the award vests on October 19, 2007 and 25% of the award vests on October 19, 2008.

ESCROWED SHARE GRANTS

On November 9, 2000, TrizecHahn Corporation made grants of escrowed shares to 26 U.S. employees
under which an escrow agent purchased a total of 904,350 TrizecHahn subordinate voting shares in the
open market and deposited them in escrowed accounts. The grants were made for the purpose of retaining
key employees. In connection with the Reorganization, the TrizecHahn subordinate voting shares in
escrow were exchanged in the same manner that all other subordinate voting shares of TrizecHahn were
exchanged. The employee is entitled to the voting rights and dividends paid on the shares during the
escrow period. One-third of the share grant vests and is released to the employee on each of the
anniversary dates of the grant over a three-year period. Under the terms of the grants, an employee who
voluntarily terminates employment, unless such termination was the result of the alteration by the
Corporation of the essential terms of employment without the employee’s consent in a manner materially
adverse to the employee, or whose employment was terminated for cause, forfeited any entitlement to the
shares not yet released from escrow. Fully accelerated vesting occurred if an employee’s employment was
terminated by the Corporation without cause, by an employee as a result of the alteration by the
Corporation of the essential terms of employment without the employee’s consent in a manner materially
adverse to the employee, or due to the death of the employee. Upon a change of control, some employees
were also entitled to receive fully accelerated vesting. The first and second tranches of shares vested on
November 9, 2001 and November 9, 2002, respectively. Prior to the vesting of the third tranche,
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ESCROWED SHARE GRANTS, continued

a limited number of the employees who received grants were given the opportunity to defer the vesting
until a later date. Five of the eligible employees deferred their vesting, so that on November 9, 2003,
174,034 shares that had not been deferred, fully vested and 55,004 shares remained unvested due to these
deferrals. On February 22, 2004, all of the remaining grants vested. The cost of acquiring the shares of
$12,402 was being amortized to compensation expense, on a straight-line basis, over the vesting period.
Amounts expensed in respect of the escrowed share grants totaled approximately $2,598 and $3,856 for the
years ended December 31, 2003 and 2002, respectively. During the year ended December 31, 2003, 14,365
shares reverted back to the Corporation with an unamortized unearned compensation amount of
approximately $197 and are held in treasury. During the year ended December 31, 2002, 3,646 shares
reverted back to the Corporation with an unamortized unearned compensation amount of approximately
$40 and are held in treasury.

CONTINGENCIES
Litigation

The Corporation is contingently liable under guarantees that are issued in the normal course of business and
with respect to litigation and claims that arise from time to time. While the final outcome with respect to
claims and litigation pending at December 31, 2004, cannot be predicted with certainty, in the opinion of
management, any liability which may arise from such contingencies would not have a material adverse
effect on the consolidated financial position, results of operations or liquidity of the Corporation.

Concentration of Credit Risk

The Corporation maintains its cash and cash equivalents at financial institutions. The combined account
balances at each institution typically exceed Federal Deposit Insurance Corporation (“FDIC”) insurance
coverage and, as a result, there is a concentration of credit risk related to amounts on deposit in excess of
FDIC insurance coverage. Management believes that this risk is not significant.

The Corporation performs ongoing credit evaluations of tenants and may require tenants to provide some
form of credit support such as corporate guarantees and/or other financial guarantees. Although the
Corporation's properties are geographically diverse and tenants operate in a variety of industries, to the
extent the Corporation has a significant concentration of rental revenue from any single tenant, the inability
of that tenant to make its lease payment could have an adverse effect on the Corporation.

Environmental

The Corporation, as an owner of real estate, is subject to various federal, state and local laws and
regulations relating to environmental matters. Under these laws, the Corporation is exposed to liability
primarily as an owner or operator of real property and, as such, it may be responsible for the cleanup or
other remediation of contaminated property. Contamination for which the Corporation may be liable could
include historic contamination, spills of hazardous materials in the course of its tenants' regular business
operations and spills or releases of hydraulic or other toxic oils. An owner or operator can be liable for
contamination or hazardous or toxic substances in some circumstances whether or not the owner or
operator knew of, or was responsible for, the presence of such contamination or hazardous or toxic
substances. In addition, the presence of contamination or hazardous or toxic substances on property, or the
failure to properly clean up or remediate such contamination or hazardous or toxic substances when
present, may materially and adversely affect the ability to sell or lease such contaminated property or to
borrow using such property as collateral.

Asbestos-containing material (“ACM”) is present in some of the Corporation’s properties. Environmental
laws govern the presence, maintenance and removal of asbestos. The Corporation believes that it manages
ACM in accordance with applicable laws and plans to continue managing ACM as appropriate and in
accordance with applicable laws and believes that the cost to do so will not be material.
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CONTINGENCIES, continued

Environmental, continued

The cost of compliance with existing environmental laws has not had a material adverse effect on the
Corporation's financial condition and results of operations, and the Corporation does not believe it will
have such an impact in the future. In addition, the Corporation has not incurred, and does not expect to
incur any material costs or liabilities due to environmental contamination at properties it currently owns or
has owned in the past. However, the Corporation cannot predict the impact of new or changed laws or
regulations on its properties or on properties that it may acquire in the future. The Corporation has no
current plans for substantial capital expenditures with respect to compliance with environmental laws.

Insurance

The Corporation carries insurance on its properties of types and in amounts that it believes are in line with
coverage customarily obtained by owners of similar propertiecs. The Corporation believes all of its
properties are adequately insured. The property insurance that has been maintained historically has been on
an "all risk" basis, which, until 2003, included losses caused by acts of terrorism. Following the terrorist
activity of September 11, 2001 and the resulting uncertainty in the insurance market, insurance companies
generally excluded insurance against acts of terrorism from their "all risk" policies. As a result, the
Corporation's "all risk" insurance coverage contained specific exclusions for losses attributable to acts of
terrorism. In light of this development, for 2003 the Corporation purchased stand-alone terrorism insurance
on a portfolio-wide basis with annual aggregate limits that it considers commercially reasonable,
considering the availability and cost of such coverage. Such terrorism coverage carried an aggregate limit
of $250,000 on a portfolio-wide basis. Effective December 31, 2003, the Corporation amended its
insurance coverage for acts of terrorism as a result of the Terrorism Risk Insurance Act of 2002 (“TRIA”)
enacted by Congress and signed into law by President Bush in November 2002. Effective December 31,
2003, the Corporation formed a wholly-owned taxable REIT subsidiary, Concord Insurance Limited
(“Concord™), to act as a captive insurance company and be the primary carrier with respect to its terrorism
insurance program. The Corporation’s expired terrorism insurance program that provided a limit of
$250,000 in the aggregate per year was replaced with a terrorism insurance program with a limit of
$500,000 per occurrence, as prescribed under the provisions of TRIA. This current terrorism insurance
program provides coverage for certified nuclear, chemical and biological exposure, whereas the previous
insurance program did not cover such exposure. Under TRIA, the Corporation has a per occurrence
deductible of $100 and retains responsibility for 10% of the cost of each nuclear, chemical and biological
certified event up to a maximum of $50,000 per occurrence. If the certified terrorism event is not found to
be a nuclear, chemical or biological event, the Corporation’s 10% exposure is limited to the $100
deductible. The federal government is obligated to cover the remaining 90% of the loss above the
deductible up to $100,000,000 in the aggregate annually. Since the limit with respect to the Corporation’s
portfolio may be less than the value of the affected properties, terrorist acts could result in property damage
in excess of its current coverage, which could result in significant losses to the Corporation due to the loss
of capital invested in the property, the loss of revenues from the impacted property and the capital that
would have to be invested in that property. Any such circumstance could have a material adverse effect on
the Corporation’s financial condition and results of operations. In the future, the Corporation may obtain
different coverage depending on the availability and cost of third party insurance in the marketplace.

During 2003, the Corporation received notices to the effect that its insurance coverage against acts of
terrorism may not comply with loan covenants under certain debt agreements. The Corporation reviewed
its coverage and believes that it complied with these documents and that its insurance coverage adequately
protected the lenders’ interests. The Corporation initiated discussions with these lenders to satisfy their
concerns and assure that their interests and the Corporation’s interests are adequately protected. As a result
of the Corporation’s discussions, the lenders who sent such notices in 2003 accepted the insurance
coverage that the Corporation provided, one of whom did so with a formal irrevocable waiver for the 2003
policies. The Corporation did not receive any such notices in 2004,

The new terrorism insurance program described above became effective on December 31, 2003. Because

the program relies upon TRIA, which was not signed into law until November 2002, it may not conform to
the formal insurance requirements of the loan covenants that pre-dated TRIA. While the Corporation
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Insurance, continued

believes it is in compliance with its loan covenants, a lender may take the position that the Corporation’s
insurance program is not in compliance with covenants in a debt agreement and the Corporation could be
deemed to be in default under the agreement. In that case, the Corporation may decide to obtain insurance
to replace or supplement its insurance program in order to fulfill the lender’s request. While the
Corporation believes its terrorism insurance coverage meets the formal and substantive provisions of its
loan agreements, a lender under one of its loan agreements has verbally indicated that the Corporation’s
terrorism insurance may not meet the precise requirements of a ioan agreement. The Corporation has not
received, nor does it expect to receive, a notice of default from the lender. Furthermore, the lender has
stated that a written waiver will be provided to the Corporation or that the loan will be amended to ensure
that the Corporation’s coverage will be compliant. In the future, the Corporation’s ability to obtain debt
financing, and/or the terms of such financing, may be adversely affected if lenders insist upon additional
requirements or greater insurance coverage against acts of terrorism than may be available to the
Corporation in the marketplace at rates, or on terms, that are commercially reasonabie.

Effective May 1, 2004, the Corporation elected to also utilize Concord to underwrite its general liability
and workers compensation insurance programs. Under such insurance programs, the Corporation is
generally responsible for up to $250 per claim for both general liability and workers compensation. The
Corporation maintains excess liability insurance with independent insurance carriers to minimize risks
related to catastrophic claims. Liabilities associated with the risks that are retained by the Corporation are
estimated, in part, by considering historical claims experience, demographic factors, severity factors and
other actuarial assumptions. The estimated accruals for these liabilities could be significantly affected if
future occurrences and claims differ from these assumptions and historical trends.

Insofar as the Corporation owns Concord, it is responsible for its liquidity and capital resources, and the
accounts of Concord are part of the Corporation’s consolidated financial statements. If the Corporation
experiences a loss and Concord is required to pay under its insurance policies, the Corporation would
ultimately record the loss to the extent of Concord’s required payment.

Effective December 31, 2004, the Corporation formed Concordia Insurance LLC and Chapman Insurance
LLC to underwrite terrorism, general liability and workers compensation insurance programs for its wholly
owned and joint venture properties, respectively. Effective December 31, 2004, Concord will underwrite
terrorism, general liability and workers compensation insurance programs only for properties the
Corporation has third party management agreements with.

The Corporation's earthquake insurance on its properties located in areas known to be subject to
earthquakes 1s in an amount and subject to deductibles that the Corporation believes are commercially
reasonable. However, the amount of earthquake insurance coverage may not be sufficient to cover all
losses from earthquakes. Since the limit with respect to the Corporation’s portfolio may be less than the
value of the affected properties, earthquakes could result in property damage in excess of its current
coverage, which could result in significant losses to the Corporation due to the loss of capital invested in
the property, the loss of revenues from the impacted property and the capital that would have to be invested
in that property. Any such circumstances could have a material adverse effect on the Corporation’s
financial condition and results of operations. As a result of increased costs of coverage and decreased
availability, the amounts of the third party earthquake insurance the Corporation may be able to purchase
on commercially reasonable terms may be reduced. In addition, the Corporation may discontinue
earthquake insurance on some or all of its properties in the future if the premiums exceed the Corporation's
estimate of the value of the coverage.

There are other types of losses, such as from acts of war, acts of bio-terrorism or the presence of mold at
the Corporation's properties, for which coverage is not available in the market to the Corporation or other
purchasers of commercial insurance policies. With respect to such losses and losses from acts of terrorism,
carthquakes or other catastrophic events, if the Corporation experiences a loss that i1s uninsured or that
exceeds policy limits, it could lose the capital invested in the damaged properties, as well as the anticipated
future revenues from those properties. Depending on the specific circumstances of each affected property,
it is possible that the Corporation could be liable for mortgage indebtedness or other obligations related to
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Insurance, continued

the property. Any such loss could materially and adversely affect the Corporation's business and financial
condition and results of operations.

Additionally, although the Corporation generally obtains owners' title insurance policies with respect to its
properties, the amount of coverage under such policies may be less than the full value of such properties. If
a loss occurs resulting from a title defect with respect to a property where there is no title insurance or the
loss is in excess of insured limits, the Corporation could lose all or part of its investment in, and anticipated
income and cash flows from, such property.

SEGMENTED INFORMATION

The Corporation has determined that its reportable segments are those that are based on the Corporation's
method of internal reporting, which classifies its office operations by regional geographic area. This
reflects a management structure with dedicated regional leasing and property management teams. The
Corporation's reportable segments by major metropolitan area for office operations in the United States are:
Atlanta, Chicago, Dallas, Houston, Los Angeles, New York, Washington D.C. and secondary markets. The
Corporation primarily evaluates operating performance based on internal operating income, which is
defined as total revenue including tenant recoveries, parking, fee and other income less operating expenses
and property taxes, and include properties that have been designated as held for disposition and reported as
discontinued operations. Of the properties reported as discontinued operations, four are in Washington,
D.C.; three are in Dallas, TX; three are in Los Angeles, CA; two are in Atlanta, GA; one is in Houston, TX;
one is in New York, NY; and twelve are in the secondary markets of West Palm Beach, FL; Memphis, TN;
Minneapolis, MN; Columbia, SC; St. Louis, MO; Columbus, OH; Tulsa, OK; Sacramento, CA; Pittsburgh,
PA and Baltimore, MD. In addition, two properties located in Los Angeles, CA and one property located
in Las Vegas, NV are included in corporate and other. Internal operating income excludes property related
depreciation and amortization expense. The accounting policies for purposes of internal reporting are the
same as those described for the Corporation in Note 2 — Significant Accounting Policies, except that real
estate operations conducted through unconsolidated joint ventures are consolidated on a proportionate line-
by-line basis, as opposed to the equity method of accounting. All key financing, investing, capital
allocation and human resource decisions are managed at the corporate level.

The following presents internal property operating income by reportable segment for the years ended
December 31, 2004, 2003 and 2002.
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25. SEGMENTED INFORMATION, continued

The following is a reconciliation of internal property operating income to income (loss) from continuing

operations.
For the years ended December 31,
2004 2003 2002
Internal property revenue .........cocovevveevevererierennns $ 946,026 $ 1,063,458 $ 1,120,457
Less: Real estate joint venture property
revenue (101,142) (115,044) (123,2006)
Less: Discontinued operations...........cccccevrveenann. (132,747) (236,943) (275,345)
Total TEVENUES ..oooevvrie et 712,137 711,471 721,906
Internal property operating €Xpenses .................. (440,578) (530,123) (547,569)
Less: Real estate joint venture operating
EXPEIISES .evevrieerrereeereeresierieesreieairenins 46,423 57,389 71,590

Less: Discontinued operations............ccccoveevvnennns 72,144 132,307 145,357
Total operating expenses and property taxes....... (322,011 (340,427) (330,622)
General and administrative, exclusive of stock

Option grant €XPense ......oceeeeveeevervvereeneeneannres (38,456) (39,304) (44,935)
Depreciation and amortization ..........ccccocecnenee (145,290) (135,987) (130,183)
Stock option grant eXpense .........cccovveverreenvinens (1,303) (1,054) (5,214)
Reorganization reCOVETY ....covveurninenirnineereeee - - 3,260
Provision for loss on real estate...........c.coceeuennene. (12,749)
Loss on and provision for loss on investment..... (14,558) (15,491) (60,784)
Interest and other income ..........ooovvviiiiieeniinnnnn, 5,403 7,398 6,067
Foreign currency exchange gain..............c.cocveve.. 3,340 - -
(Loss) Gain on early debt retirement................... (7,032) 2,262 -
Recovery on insurance claims............ccoceevevnennen, 739 6,673 3,800
Interest EXPense......cccvvvevevceienirienreeeee e (146,584) (150,622) (150,863)
Derivative Zain.......cccecveveeerieriiseneeee e 1,073
Lawsuit settlement .............oeceevvveviviriieeeeninecnnens 3,676 26,659 -
(Provision) benefit for income and other

COrpOrate taxes, Net........cccerveeereererceerreerseireenes (4,379) 41,777 (4,896)
MINOTItY INLETEST. ...vovervrerrereeeeevrrenrie s cverceeeennas (1,834) (1,626) 1,766
Income from unconsolidated real estate joint

ventures including provision for loss on

investment ($58,800 for 2002).........ccecvevennnnn. 15,243 23,336 (47,631)
Income (Loss) from Continuing Operations... $ 47,415 $ 135,065 $ (38,329)

The following is a reconciliation of internal property assets to consolidated total assets.

2004 2003
Internal property assets ..o $ 4,915,541 $ 5,374,926
Less:  Pro rata real estate joint venture assets..........cooveveeees (509,770) (479,382)
Add: Investment in unconsolidated real estate joint
VEITUTES eooverienierereeetereeetete s e ste st etesbe s s seesensesene 119,641 231,185
TOtal ASSELS......c.oceiviiiiiiiie e e $ 4,525,412 $ 5,126,729

F-60




Notes to the Financial Statements
$ in thousands, except share and per share amounts

26. INTERIM FINANCIAL INFORMATION (UNAUDITED)

The tables below reflect the Corporation’s selected quarterly information for the years ended December 31,
2004 and 2003. Certain 2004 and 2003 amounts have been reclassified to the current presentation of
discontinued operations.

2004
First Second Third Fourth
Quarter Quarter Quarter Quarter
Total FeVENUES.......ccoveirivrieiereceier e $ 188,933 $ 157,619 $ 180,208 $ 185,377
Income (Loss) before income taxes, minority
interest, income from unconsolidated real
estate joint ventures, discontinued operations,
gain (loss) on disposition of real estate, net,
and cumulative effect of a change in
accounting principle........cooooeicerieiiiieinnnnn, 24,233 (9,472) 9,782 13,842
Income (Loss) from continuing operations........ 27,903 (8,864) 13,197 15,179
Discontinued 0perations ............cccovevecrervenan. 41,933 (115,655) 36,098 84,164
Gain (Loss) on disposition of real estate, net..... 14,771 (12,426) 249 4,764
Net income (10S8)....covviveereieriirieiireererire e seneneas 84,607 (136,945) 49,544 104,107
Net income (loss) available to common
STOCKNOIAETS ...vvi e e sene e $ 83,303 $  (138,162) $ 48,150 $ 103,198
Net income (loss) available to common
stockholders:
BaSIC oo $ 0.55 $ 0.91) $ 0.32 $ 0.68
Diluted ..o $ 0.55 $ (0.91) $ 0.31 $ 0.67
Weighted average shares:
Basic 151,124,515 151,609,430 151,762,295 151,884,824
Diluted 152,767,608 151,609,430 153,351,683 153,470,355
2003
First Second Third Fourth
Quarter Quarter Quarter Quarter
Total TEVENUES.....oooceiiiceice e, $ 177,549 $ 175,765 $ 177,682 $ 180,475
Income before income taxes, minority interest,
income from unconsolidated real estate joint
ventures, discontinued operations, gain on
disposition of real estate, net, and cumulative
effect of a change in accounting principle..... 21457 18,991 24919 6,211
Income from continuing operations................... 29,894 20,727 39,730 44714
Discontinued 0perations .............ccevcernvivesrrennons 17,577 (9,387) 21,596 31,396
Gain on disposition of real estate, net................ 11,351 - - -
Cumulative effect of a change in accounting
PLNCIPLE .ottt eeeeasreeanas - - - (3,845)
NELINCOME ...vvvvieiireeieereete ettt ere e 58,822 11,340 61,326 72,265
Net income available to common stockholders.. $ 58,039 $ 10,710 $ 58,822 $ 70,956
Net income available to common stockholders:
BaSIC it $ 0.39 $ 0.07 $ 0.39 $ 0.47
DIIE ..ot $ 0.39 $ 0.07 $ 0.39 $ 0.47
Weighted average shares:
BaSIC covirieiicie et 149,785,046 149,785,046 149,933,043 150,512,323
Diluted....ooooviiiieieeiiee e e 149,309,100 150,289,382 150,521,687 151,519,320
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Schedule 111 - Real Estate and
Accumulated Depreciation at December 31, 2004

NOTES

1. The aggregate cost for federal income tax purposes as of December 31, 2004 was approximately $3.0
billion.

2. The life to compute depreciation on buildings is 40 years. The life to compute depreciation on building

improvements is over the term of the related lease. Furniture, fixtures and equipment are depreciated over
periods of up to 10 years.

3. This property was previously under development and was transferred to rental properties in 2002.
4. A provision was taken on this property in the second quarter of 2004.
SUMMARY OF ACTIVITY

A summary of activity of investment in real estate and accumulated depreciation is as follows:

The changes in investment in real estate for the years ended December 31, 2004, 2003 and 2002 are as follows:

December 31
2004 2003 2002
Balance, beginning of the year ..........c.ccccc..... S 4,915,942 $ 5,356,165 $ 5,368,045
Additions during the year:
ACQUISILIONS ..oovveirireieiiccnr e 438,100 - 147,189
IMprovements ......cccocerererererisienecninn, 99,158 86,764 158,617
Previously held in an unconsolidated joint
venture now consolidated.................. - 88,615 41,872
Deductions during the year:
Properties disposed of ......c.cccovvrierenann. (925,637) (564,075) (132,727)
Provision for loss on properties held for
ISPOSITION 1.vvveerrieenceirircicreeenee (108,625) (18,164) (204,273)
Sale of interest to unconsolidated joint
VENTUIC ...eivciceireeneenrerine e see e (48,000) - -
Write-off of fully depreciated assets..... (30,955) (33,363) (22,558)
Balance, end of year ........ccococvvevivenniecinnnnnnas $ 4,339,983 $ 4915942 $ 5,356,165
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Schedule IIT - Real Estate and
Accumulated Depreciation at December 31, 2004

The changes in accumulated depreciation for the years ended December 31, 2004, 2003 and 2002 are as follows:

December 31
2004 2003 2002
Balance, beginning of the year..........c........... $ (642,627) $ (565,350) $ (438,584)
Additions during the year:
Depreciation.....ccccovveeveerenceneneere e (138,161) (159,311) (153,962)
Previously held in an unconsolidated joint
venture now consolidated................. - (3,919) (6,034)
Deductions during the year:
Properties disposed of ........cc.ocooeierinnn, 130,969 52,590 10,672
Write-off of fully depreciated assets..... 30,955 33,363 22,558
Balance, end of year .........ccocooiniiiinieeee $ (618,864) ) (642,627) 5 (565,350)
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Report of Independent Registered Public Accounting Firm

To the Members of
TrizecHahn Hollywood Hotel LLC

In our opinion, the accompanying consolidated statements of financial position and the related consolidated
statements of operations, of members’ capital and of cash flows present fairly, in all material respects, the financial
position of TrizecHahn Hollywood Hotel LLC (the “Company™) at December 31, 2002 and December 31, 2001, and
the results of their operations and their cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial statements based on our
audits. We conducted our audits of these statements in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

/s/ PricewaterhouseCoopers LLP

February 25, 2003
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TRIZECHAHN HOLLYWOOD HOTEL LLC
(a Delaware limited liability company)

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

As of December 31

ASSETS 2002 2001
HOE] PrOPEITY .ovee ettt et eba s
Buildings and improvements ...... $ 57,522,359 $ 98,251,985
Land......coooevieievicccinneeiene 7,346,096 7,346,096
Equipment and other............ 14,456,573 11,328,113
Accumulated depreciation ................. . (821,291) -
78,503,737 116,926,194
Cash and cash equIValEnts ........c.coccivieiirninmincii e e 3,757,062 901,001
ReStIICTEA CASH ...ovviiiirieiici ettt 169,135 4,888,638
Accounts receivable, net of allowance of $74,614 and $0 respectively 1,777,618 48,663
TOVENEOTY ..o oo ettt vttt ean e b et obeae e tae et seebensnansen 2,028,755 1,691,845
Prepaid expenses and other assets, Net.......ccoerrimiiienicnmerinneiniineercenee s 284,416 1,019,759
$ 86,520,723 $ 125,476,100
LIABILITIES AND MEMBERS' CAPITAL
Mortgage debt and other 10ans..........coovvveiiiiiiiiini i $ 100,873,891 $ 80,248,669
TNLETESt PAYADIE ..ottt e bbb e 475,797 317,000
Accounts payable and accrued liabilities 2,523,746 684,497
Due to affiliates........cccovvevrnrmneenrenecrnnnns 1,061,686 1,161,756
AcCCrUed CONSITUCHION COSES .uvviirireeiricrreriierrireeriersreasienssteereeeetseesaeresrnrsrenacesaeensaes - 10,246,811
104,935,120 92,658,733
Commitments and contingencies
MEMDETS' CAPIAL...c.vivrreerireeiiririe ettt ettt (18,414,397) 32,817,367
$ 86,520,723 $ 125,476,100

See accompanying notes to financial statements.
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TRIZECHAHN HOLLYWOOD HOTEL LLC
(a Delaware limited liability company)

CONSOLIDATED STATEMENTS OF OPERATIONS

For the years ended
December 31

2002 2001
Operating revenue:
Hotel SBlES — TOOMS....oviiviiiiiieecii ettt ettt s et etesees s e emaarseneen $ 19,474,315 $ 38,306
Hotel sales — f00d and BEVETAZE .....cccvecviviiireiiririreri ettt 7,075,282 13,277
Hotel 58165 — OThET ..eoveiiiic ettt e 2,668,764 4,973
TOtAL TEVETIUES ....oiviireiriieriir et e ceete e e te et e sae sttt e sbe e e ta et e esbaettseae s esbestreeres enseesnseennas 29,218,361 56,556
Operating expenses:
Hotel Operating COStS — TOOMS .....vivveeuvrrrerierirecieriiteseatieiaecee e eeestesteesrasreevaeteesiessreseness 5,993,402 211,055
Hotel operating costs — food and BevVerage .........ococvevvveeieeieeeiiice e e 6,897,897 106,681
Hotel operating CoStS — OThET .c.c.o.viuverirerinr ettt er ettt ce ettt 1,854,875 18,746
INVENEOTY EXPENSE...eo it iiiiie et e ettt ettt e a et e beetb s e abe s et e sts e e bt et en s e ennes 590,094 -
General and admMINISIIATIVE ... ovverririereieieiin e sre e e eeeesesrasrreanas 3,736,991 50,432
Sales and MArKENG. .......coveiiiveeieeie ettt eees et a e ee e eaees 3,086,673 13,269
Repairs and maintenance .... 1,606,848 30,438
UEIIEIES 1evvvvooeeeeoreeee oo seseees e sees e eeseseseeseeseeeesesesee e eesee s es e e s s ee s eeeesssensesses et eseseneeereees 893,111 5,650
Management T8 ........oceiioiiieii it ettt ent e 657,416 1,273
PIOPEITY TXES ..ottt e e e b e b e 1,542,986 -
Professional fEES ......viiiiciece e et et 45,117 -
Insurance 459,363 -
Total OPErating EXPEIISES .c...oereiiiiiie ittt ettt ettt sa e e s e besa e sns 27,364,773 437,544
Gain/(108s) frOM OPEIALIONS .....vvvviveveeeceesieieieirete ettt enseses st e res s ebese e benssssnte e eareas 1,853,588 (380,988)
Non-operating revenue:
INTETEST INCOMIE ..vvveeiiiietete ettt ettt e st et eb et e s bt sb et e srene e esse e eaea s saeas 15,667 83,144
Non-operating expenses:
Provision for 10ss 0n hotel property.....ccocveioivicirriiee e e 42,422,917 31,597,896
Initial start P and OPENITZ COSS .vvvvrrurerieiiriecrertieiesesieetr bt vr e ereers e ea e sbearecbeneas 943,549 4,208,366
Interest eXpense .......cocvevevvenercenn et 5,223,524 -
Amortization of fINANCING COSIS......covmiiiieiicir e e 783,066 -
Depreciation expense — BUILAING .....c.vvcevieieciirireeneiiee s se e b 821,291 -
Depreciation eXpense — INVEMLOTY ...cvvioieireierarieerseieresieveese e stessesesseereseeseesesnsereasens 945,230 -
INEE LOSS 1 .rree ettt ettt s et b et bt e st e b eaer e $(49,270,322) $(36,104,106)

See accompanying notes to financial statements.
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TRIZECHAHN HOLLYWOOD HOTEL LLC
(a Delaware limited liability company)

CONSOLIDATED STATEMENTS OF MEMBERS' CAPITAL
For the years ended December 31, 2002 and 2001

TrizecHahn REN
Hollywood Inc. Hollywood LLC Total

Balance, January 1, 2001 ......c..coccnirinincnoncennnicineen $ 57,304,329 $ 10,525,919 $ 67,830,248

CONUTIDULIONS .veeiivvieeeeie e reec et eeire e e e eiae e eneas 1,091,225 - 1,091,225

INEE 0SS werrvverreeeeeeesseeeeeeeeees e ses e eseeereeeseeeseeeneeeesnesne (30,504,359) (5,599,747) (36,104,106)
Balance, December 31, 2001 ......ccoooooioivieieceicniicce 27,891,195 4,926,172 32,817,367

CONLIIDULIONS ...oeivvieivvieiireiie et eee e e ae e e eeee e 3,038,558 - 3,038,558

Redemption of contribution .........cccvecvvecrinvccnnecenneens - (5,000,000) (5,000,000)

NELL0SS oiieii vttt (44,982,774) (4,287,548) (49,270,322)
Balance, December 31,2002 .......c.ocovviiivieiecieieeeee e $ (14,053,021) $  (4,361,376) § (18,414,397

See accompanying notes to financial statements.
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TRIZECHAHN HOLLYWOOD HOTEL LLC
(a Delaware limited liability company)

CONSOLIDATED STATEMENTS OF CASH FLOWS

For the years ended
December 31

2002

2001

Cash flows from operating activities:

INEE T08S 1ttt ereiaeeeteiieteresaetereseeeassseas et seassasascetabessesaraneetaressataseacesaranessencasesentanssencsansanseses $ (49,270,322) $ (36,104,106)
Adjustments to reconcile net income to net cash provided by
operating activities:
Amortization of fiNanNCIng COSES......coiriiriiiiiieiicer et 783,066 -
DEPIECIAtiON EXPEIISE. ..v..crveerrireirerire s iererrereateremeeres et enebrae s es st trac b esmessnseeen 1,766,521 -
Provision for 1088 0n hote] PrOPErty......covevevvcinireinic it 42,422,917 31,597,896
Changes in assets and liabilities:
ACCOUNES TECEIVADIE L1oivvveiiiieecieie et e st et et re s e (1,728,955) (48,663)
TRVENEOTY 1.voeeeriecietrec ettt er bt r et bbb e e saee (1,282,140) (1,691,845)
Prepaid expenses and other assets (19,523) -
Accounts payable and accrued 1liabilities........c.ocoeiioiiiiiiii i 1,839,249 661,757
Due 10 AffIlIATES 1..ove e e s (100,070) 1,113,246
INtErest PAYADIE ....c.eiiiiiiiiicc e e 158,797 -
Net cash used in OPErating ACHVILIES ....c.coviveierircrniintenrc e (5,430,460) (4,471,715)
Cash flows from investing activities:
Additions to buildings and IMPrOVEMENTS ......covererireiriierriieire e e (11,940,103) (46,546,006)
Additions to equipment and Other........cooeiiiiiinc i (3,128,460) (14,502,796)
Decrease in 1eStricted CASH.......cciiiiviiiiiciie et ce ettt e 4,719,503 1,311,250
Net cash used in INVeSHNG ACHVITIES ..eeviiveiiererieeeeiecniree et e (10,349,060) (59,737,552)
Cash flows from financing activities:
Draws On CONSITUCHON LOAI ...vciiiiioiieiieiii et cae e eetae e e e et e e e e e tabre e e e s saasessrnas 15,694,223 64,019,043
Capital 16858 PAYMENILS ....ooviveiiiiieiie et et (69,001) -
FINANCING COSS wovvvivreuieirirecriireieieset s ettt tseece st st ee s (28,199) -
Contributions from MEMDETS .........ccceriiiiiieiit et s 3,038,558 1,091,225
Net cash provided by financing actiVities .........covcoriviciiriiiec e 18,635,581 65,110,268
NEt INCTEASE T CASIL ...ttt oieei et s e s e st eersans s ssseacresaeasasseesesrnssssassansassessassssasnseen 2,856,061 901,001
Cash and cash equivalents, beginning of year.........cc.oooeviviiiviniiniii 901,001 -
Cash and cash equivalents, end of YEar ..o $ 3,757,062 $ 901,001

See accompanying notes to financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(Continued)

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

For the years ended
December 31

2002 2001
Cash paid during the year for:
Interest, including amounts capitalized (30 and $2,957,795)......cccivvvnniviivnincnins $ 5,064,727 § 2,957,795
Non-cash investing and financing activities:
CaPIA] JEASE ..ottt ettt e s ettt $ - $ 2,665,700
Redemption of members' contribution.........c..cccoeviciiciniecci e $ 5,000,000 8 -

See accompanying notes to financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Organization and Basis of Presentation:

TrizecHahn Hollywood Hotel LLC (the "Company") is a Delaware limited liability company, consisting of
TrizecHahn Hollywood Inc. ("THH") and REN Hollywood, LLC ("REN") as members, and was formed in
1999 to develop, own and operate a hotel in Hollywood, California. The hotel is located in the heart of
Hollywood, California at Hollywood & Highland Avenues and opened on December 26, 2001. It is a full-
service hotel and has approximately 637 rooms, extensive banquet facilities as well as other amenities
including pool, restaurants, and valet parking. An affiliate of REN, Renaissance Hotel Management, LLC
("Manager"), provides hotel management services pursuant to a management agreement.

On September 26, 2002, the Company entered into a lease transaction ("Lease") whereby the hotel is leased
to Hollywood Hotel TRS No. 2 LLC ("TRS No. 2"), which is wholly-owned by the Company. The Lease
expires on September 30, 2007, but is automatically extended for four renewal terms of five years each
provided no event of default has occurred and is continuing. Rent is payable monthly and is an amount
equal to the greater of the calculated amount of minimum rent for the month or the amount of percentage
rent calculated based on gross room revenues, gross food and beverage revenues and gross other revenues.
Minimum rent is $3,214,000 for the first year, $5,142,000 for the second year and is increased by an
inflation factor annually thereafter. The monthly amount of minimum rent is determined based on the
percentage that budgeted gross revenues for the month are of the total year's budgeted gross revenues.

THH is wholly-owned by Hollywood Hotel TRS No. 1 LLC, which is wholly-owned by Trizec R&E
Holdings, Inc. ("TREHI"). TREHI became, as of March 14, 2002, a wholly owned subsidiary of Trizec
Properties, Inc. ("TPI"), a publicly traded U.S. office REIT. Prior to September 26, 2002, THH was
directly wholly-owned by TREHI.

REN is an indirect wholly-owned subsidiary of Marriott International Inc., a U.S. public company. At
December 31, the Member interests are as follows:

2002 2001
TrizecHahn Hollywood INC. ........c.covvveviveer e 91.47% 84.49%
REN Hollywood, LLC ..ottt s 8.53% 15.51%

The financials statements include all of the accounts of TrizecHahn Hollywood Hotel LLC and TRS No. 2.
All significant intercompany balances and transactions have been eliminated.

Certain prior period figures have been reclassified to conform to current year presentation.
Summary of Significant Accounting Policies:
Cash and Cash Equivalents

Short-term liquid investments with an original maturity of three months or less are considered cash
equivalents.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies (Continued):

Restricted Cash

Under the terms of the management agreement, 2 minimum of 1% gross revenue, as defined, in the first
fiscal year, and 2% for all subsequent fiscal years is required to be deposited into a reserve for the
replacement of furniture, fixtures and equipment. At December 31, 2002 and 2001, $169,135 and $0,
respectively, were included in cash restricted for furniture, fixtures and equipment. Restricted cash of
$4,888,638 at December 31, 2001 represented cash amounts to be used to fund development expenditures.

Inventories

Supplies and food and beverage inventory consists primarily of short-term supplies and furnishings.
Inventory that was purchased during the three months ended March 31, 2002 was added to the base
inventory from December 31, 2001. Inventory is being depreciated based on a three-year life.
Replacement purchases are expensed as incurred.

Hotel Property and Equipment

Hotel property is recorded at cost and includes direct construction costs, interest, construction loan fees,
property taxes and related costs capitalized during the construction period. Chilled water systems were
acquired under a capital lease arrangement. The costs of hotel buildings and improvements are depreciated
using the straight-line method over an estimated useful life of 39 years. Equipment, furniture, and other
assets have varying lives ranging from 3 to 15 years. Major improvements and replacements significantly
extending the useful lives of the assets are capitalized, while ordinary maintenance and repairs are
expensed as incurred.

Carrying Values of Hotel Property

The Company adopted Statement of Financial Accounting Standards ("SFAS") No. 144, "Accounting for
the Impairment or Disposal of Long-Lived Assets", on January 1, 2002. Under the provisions of SFAS No.
144, the Company assesses its hotel property for impairment whenever events or changes in circumstances
indicate that the carrying amount of the property may not be recoverable. Estimated fair value is
determined based on management's estimate of amounts that would be realized if the property were offered
for sale in the ordinary course of business assuming a reasonable sales period and under normal market
conditions. Carrying value is reassessed at each balance sheet date. Implicit in management's assessment
of fair value is estimates of future rental and other income levels for the property and its estimated disposal
dates. Due to the significant uncertainty in determining fair value, actual proceeds realized on the ultimate
sale of the property will differ from estimates and such differences could be material.

The hotel property depends on tourism for a significant portion of its visitors. The September 11, 2001
terrorist attacks and the continuing threat of terrorism have impacted the levels of tourism at the hotel. As
part of a valuation analysis performed on the hotel, an independent third party appraisal was obtained that
indicated the value of the hotel had declined as of December 31, 2001. Accordingly, an impairment charge
of approximately $31.6 million for the year ended December 31, 2001 was recorded to reduce the carrying
value of the property.

The result of operations of the hotel did not meet the levels expected in 2002 and the Company believes
that the fair value of the property has declined further. Accordingly, an additional impairment charge of
approximately $42.4 million was recorded for the year ended December 31, 2002, based on an internal
valuation of the hotel.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies (Continued):

At December 31, 2001, the property was considered as held for disposition pursuant to the provisions of
SFAS No. 121, "Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be
Disposed of". The Company anticipates that it will take longer than originally expected to stabilize this
property. The Company plans to hold the property until it can determine that it can realize an acceptable
level of value on disposition. The property is no longer considered as held for disposition and accordingly,
depreciation commenced on October 1, 2002.

Prepaid Expenses and Other Assets

Costs incurred to obtain construction financing are amortized to interest expense over the life of the loan.
At December 31, 2002 and 2001, total deferred finance charges, net of accumulated amortization was as
follows.

2002 2001
Deferred finance charges. ......oooovvvveviieiiiveciccecceese e $ 3,227,253 $ 3,199,054
Accumulated amoOrtiZatION. ..uvvrirrerrerceeireniieesrre e eiee e esaeee s (2,962,361) (2,179,295)
$ 264,892 $ 1,019,759

Revenue Recognition

Revenues are recognized when earned upon facility use or food and beverage consumption. Room sales
are recognized upon guest check-out. An allowance of 3% of the weighted average monthly accounts
receivable balance is provided for potential credit losses.

Promotion Expense
Initial start up costs and opening costs are expensed as incurred.

Use of Estimates

The preparation of financial statements in accordance with accounting principles generally accepted in the
United States requires management to make estimates and assumptions that affect the reported amounts of
assets and labilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual amounts will differ
from those estimates used in the preparation of these financial statements.

Income Taxes
Taxable income or loss of the Company is reported by, and is the responsibility of, the respective members.
Accordingly, the Company has no provision for income taxes.

Concentrations of Credit Risk

The Company's financial instruments that are exposed to concentrations of credit risk consist primarily of
cash and cash equivalents and accounts receivable. Accounts receivable includes amounts due from credit
card companies, group travel organizations and others for the use of banquet facilities. The Company
places its temporary cash investments with high credit quality institutions and cash accounts with federally
insured institutions. Cash balances with any one institution may be in excess of the federally insured limits.
The Company has not experienced any losses in such investments or accounts and believes it is not exposed
to any significant credit risk with respect to cash and cash equivalents.
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{Continued)

Mortgage Debt and Other Loans

Construction Loan

On April 13, 2000, the Company entered into a construction loan agreement ("Loan Agreement") with
various financial institutions, as the Lenders, collateralized by the hotel property and a building loan deed
of trust. The Company can borrow up to $98,000,000 (the "Note"). At December 31, 2002, $93,277,192

(December 31, 2001 — $77,582,969) had been drawn on the construction loan.

The Loan Agreement provides for an interest-only payment and accrues at either a LIBOR Rate or Base
Rate, as defined, plus a margin (at Company's option). At December 31, 2002, the LIBOR based rate was
utilized at an all-in-one rate of 4.1875% (December 31, 2001 -~ 4.94%). In addition, the Company is
required to pay a fee on the unused portion of the loan in the amount of .25% per annum. The note is due
on April 13, 2003, unless extended by four six-month options, subject to certain financial requirements.
Principal repayments are only required if the note is extended. Management is currently in the process of
amending and restating this loan. The Company will likely repay a portion of the loan to reduce the
balance to $78.0 million by April 2003 and likely repay an additional $8.0 million by April 2004, so that
the balance at April 2004 will be approximately $70.0 million. At April 30, 2004, the loan will be subject
to a potential paydown based on a new appraisal. The Company expects that the amended and restated loan
will mature in April 2005.

The Loan Agreement requires the Company to meet an ongoing debt service coverage ratio of at least 1.4
beginning after the Initial Maturity Date, April 2003. If the minimum debt coverage ratio is not
maintained, the lender will require excess cash flow, as defined in the Loan Agreement, to be applied to the
outstanding loan balance. These terms are being modified as part of the loan amendment. Also required by
the Loan Agreement are a number of covenants, including a requirement to submit annual audited financial
statements 120 days after the Company's fiscal year end.

In connection with the Note, TPI serves as guarantor with respect to the repayment of interest and principal.
As payment guarantor, TPI is required to maintain a minimum net worth requirement and is required to
maintain certain leverage and interest coverage ratios, as defined.

Loan from Member

Under the operating agreement (the "Agreement"), provided that REN has contributed the maximum
development contribution, REN has the right to cause the Company to redeem $5 million of REN's
contribution. This right is exercisable only if, concurrently with such redemption, REN or its affiliates
makes a $5 million loan to the Company on the terms and conditions outlined in the operating agreement.
On September 26, 2002, REN exercised its redemption right and concurrently, an affiliate of REN, MICC
(California), LLC, loaned to the Company $5 million ("MICC Loan"). The redemption was effective
retroactive to January 31, 2002.

The loan is subordinate to the Note, is non-recourse and is collateralized by the pledge of Members'
interests. Interest accrues at 13% per annum and is payable at 10% per annum in monthly installments. All
principal and accrued interest is payable on April 1, 2007.

The terms of this loan were subsequently amended to waive the requirement for monthly payments of
interest effective November 1, 2002 and to reduce the interest accrual rate from 13% to 3%. If the MICC
loan becomes due and payable prior to maturity, the amount required to repay the loan will be the amount
due under the terms of the loan less an amount equal to the sum of monthly payments that would have been
payable under the terms of the original loan agreement, prior to this amendment, from the date of the early
repayment to the maturity date.
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Mortgage Debt and Other Loans (Continued):

Capital Lease Obligation

During 2001, the Company entered into an agreement with a commercial energy service provider to operate
the onsite-chilled water system that serves both the retail complex and hotel facility (just adjacent to the
hotel site). The initial term of the lease agreement is 15 years, expiring November 2016, and contains a 5-
year renewal option. Provisions are made for title to transfer to the Company as the agreement expires.
The monthly payment consists of a fixed portion of $34,770 over the term, plus a variable operation and
maintenance cost, which adjusts annually. The cost of the system is classified as equipment and is being
depreciated over its useful life of 15 years. The balance, net of amortization, was $2,596,699 at December
31, 2002 (December 31, 2001 — $2,665,700). Annual payments are as follows:

Year ending December 31, 2003 $ 417,240
2004 417,240

2005 417,240

2006 417,240

2007 417,240

Thereafter 3,685,620

$ 5,771,820

Member Contributions, Distributions and Allocation of Net Income (Loss):

Through December 31, 2002, THH had made cash contributions of approximately $61.3 million and REN
had made its maximum required cash contribution of $10.5 million. The Agreement provides that the
managing member, THH, will issue a Cash Notice to each member as required. If the required contribution
is not made within the parameters of the agreement, then the funding member can loan the amount to the
partnership ("Deficit Loans") or the non-funding member's ownership is subject to a proportionate
percentage of dilution. Deficit Loans bear interest at prime + 6%.

Amounts advanced by THH during 2002 and 2001 to fund initial working capital needs, unfunded
development costs and debt servicing amounts have been recorded as capital contributions as the Company
expects that these amounts may be repaid from the eventual sale of the hotel property. Current operating
amounts paid for by THH or REN are recorded as due to affiliates.

During 2002, of the $3,038,558 advanced by THH, $797,349 was contributed as Deficit Loans pursuant to
the Agreement and, accordingly, $27,609 of interest was recorded.

The Agreement includes a provision for REN to redeem $5 million of its capital contribution and
concurrently loan the redeemed amount to the Company. REN exercised the redemption right on
September 26, 2002, which was effective retroactive to January 31, 2002.

Member distributions, to the extent allowable, will be made monthly, first to repay any Deficit Loans made
by any Member, if any, as defined in the Agreement (prorata based on the relative amounts outstanding
under those loans), then to each Member based on each Member's respective ownership interest at the date
of distribution.

Net income and loss is allocated as defined in the Agreement. Generally, it provides for specific allocations
of net income and loss based on each member's proportionate share. To the extent net income or losses
were previously allocated, net income is first allocated to net losses, then remaining amounts are applied in
proportion with the member interests,
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Fair Value of Financial Instruments:

The carrying amount of cash and cash equivalents, accounts receivable and accounts payable are reasonable
estimates of their fair values due to the short-term nature of those instruments. The carrying amount of
accounts receivable and mortgage debt and other loans also approximates their fair value at December 31,
2002 and 2001.

Commitments and Contingencies:
Construction Cost to Complete

The hotel was substantially complete on December 26, 2001. Estimated costs to complete were $0 at
December 31, 2002 ($13 million at December 31, 2001).

Legal
The Company, from time to time, is involved in various claims and legal actions arising in the ordinary

course of business. Although the final outcome of these matters cannot be determined, it is management's
opinion, based in part upon advice from legal counsel, that the final resolution of these matters will not
have a material adverse effect on the Company's financial position, results of operations, or liquidity.

Insurance

The insurance on the property is part of the portfolio-wide insurance obtained by TPI. All references to
insurance obtained by the Company refer to the hotel property coverage under TPI's portfolio-wide policy.
The Company carries insurance on the property of types and in amounts that it believes are in line with
coverage customarily obtained by owners of similar properties. The Company believes the property is
adequately insured. The property insurance that has been maintained historically has been on an "all risk"
basis which, until 2003, included losses caused by acts of terrorism. Following the terrorist activity of
September 11, 2001 and the resulting uncertainty in the insurance market, insurance companies generally
excluded insurance against acts of terrorism from their "all risk" policies. As a result, the Company's "all
risk" insurance coverage currently contains specific exclusions for losses attributable to acts of terrorism.
In light of this development, for 2003, the Company purchased stand-alone terrorism insurance with annual
aggregate limits that it considers commercially reasonable, considering the availability and cost of such
coverage.

The Company's earthquake insurance is in an amount and subject to deductibles that the Company believes
are commercially reasonable. However, the amount of earthquake insurance coverage may not be
sufficient to cover losses from earthquakes. As a result of increased costs of coverage and decreased
availability, the amounts of the third party earthquake insurance the Company may be able to purchase on
commercially reasonable terms may be reduced.

The Company has workers' compensation and general liability insurance with self-insurance retention of

$25,000 per occurrence for 2002 and 2001. An estimate of the amount due and payable claims for which
the Company is liable is included in accounts payable and accrued liabilities.
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Related-Party Transactions:

THH and its affiliates provided development and various legal services to the Company during
development. The development fee was computed at 4% of hard construction costs, as defined. A
summary of costs and fees incurred and capitalized during 2001 are as follows:

For the year ended

December 31, 2001
Payroll and related benefits............cccoeevrireiinenns $ 589,585
Development fee.........cccoveiiiiiiiniiiecieeeeeiiere e 1,643,026
Legal .o 11,000
$ 2,243,611

There were no costs or fees incurred and capitalized during 2002.

In addition, under a shared capital lease agreement for the chiller system, during 2001 an affiliated entity of
THH in the adjacent retail shopping complex purchased and financed the chiller infrastructure. The
Company shared in the cost and capital lease arrangement for $2,665,700. (See Note C.)

Under the management agreement, affiliates of REN provide hotel management services. The agreement
expires December 31, 2027. The manager's operating fee will be based on 2.25% of gross revenues, as
defined, for 2002, 2.50% in 2003, and 3% thereafter. There are also provisions that allow additional fees
should operating profits exceed 11% return on assets. Management fees of $657,416 and $1,273 were
incurred in 2002 and 2001.

As part of the development and initial start up of the hotel for the year ended December 31, 2002 and 2001,
$943,549 and $4,152,410 of cost reimbursement were incurred with an affiliate of REN. In addition, the
Company regularly purchases inventory from an affiliate of REN. Inventory purchases totaled $1,780,885
in 2002 (2001 — $1,644,898).

The Company reimburses affiliates of THH for allocated or direct insurance premiums. For the year ended
December 31, 2002, the amount was $459,363 ($0 for the year ended December 31, 2001), and was
included in accounts payable to affiliates.

An affiliate of REN provides chain services such as national sales office services, central training services
and national representation system services to the Company. Amounts incurred in 2002 were $714,332.
Amounts were nominal during 2001.
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RECONCILIATION OF FUNDS FROM OPERATIONS

Funds from operations is a non-GAAP
financial measure. Funds from operations

is defined by the Board of Governors of the
National Association of Real Estate
Investment Trusts, or NAREIT, as net
income, computed in accordance with
accounting principles generally accepted in
the United States, or GAAP, excluding gains
or losses from sales of properties and
cumulative effect of a change in accounting
principle, plus real estate related depreciation
and amortization, and after adjustments

for unconsolidated partnerships and joint
ventures. Adjustments for unconsolidated
partnerships and joint ventures are calculated
to reflect funds from operations on the same
basis. Effective as of the fourth quarter of
2003, the Company adopted the NAREIT
calculation of funds from operations. Prior to
its adoption of the NAREIT methodology
for calculating funds from operations, the
Company historically excluded certain items
in calculating funds from operations, such as
gain on lawsuit settlement, gain on early debt
retirement, minority interest, recovery on
insurance claims, effects of provision for loss
on real estate, and loss on and provision for
loss on investments, net of the tax benefit,
that are required to be factored into the
calculation of funds from operations under
the NAREIT methodology. The Company
has revised its current and historical
calculation of funds from operations in
accordance with the NAREIT calculation

in the table set forch below. Therefore, prior
period amounts also reflect the revised
guidance.

The Company believes that funds from
operations is helpful to investors as one
of several measures of the performance of an
equity REIT. The Company further believes
that by excluding the effect of depreciation,

amortization and gains or losses from sales of
real estate, all of which are based on historical
costs and which may be of limited relevance
in evaluating current performance, funds
from operations can facilitate comparisons of
operating performance between periods and
between other equity REITs. Investors should
review funds from operations, along with
GAAP net income and cash flows from
operating activities, investing activities

and financing activities, when trying to
understand an equity REIT’s operating
performance. As discussed above, the
Company computes funds from operations in
accordance with current standards established
by NAREIT, which may not be comparable
to funds from operations reported by other
REITs that do net define the term in
accordance with the current NAREIT
definition or that interpret the current
NAREIT definition differently than the
Company does. While funds from operations
is a relevant and widely used measure of
operating performance of equity REITs,

it does not represent cash generated from
operating activities in accordance with GAAD,
nor does it represent cash available to pay
distributions and should not be considered

as an alrernative to net income, determined
in accordance with GAAD, as an indication
of the Company's financial performance,

or to cash flows from operating activities,
determined in accordance with GAAP,

as a measure of the Company's liquidity,

nor is it indicative of funds available to fund
the Company's cash needs, including its
ability to make cash distributions.

The following tables set forth the
reconciliation of the Company's funds from
operations to its net income available to
common stockholders, both on an aggregate

and per share basis, for the twelve months
ended December 31, 2004, 2003 and 2002.




RECONCILIATION OF FUNDS FROM OPERATIONS

(UNAUDITED)
For the twelve months ended December 31
$ in thousands, except per share amounts 2004 2003 2002
Net income available to common stockholders $ 96,489 $198,527 $(188,783)
Add/(deduct):
Gain on disposition of real estate, net . {7.358) {11,351) (2,996)
Gain on disposition of discontinued real estate, net {125,508) (58,834} (14,716)
Gain on disposition of real estate from unconsolidated real estate
joint ventures (704) {230) -
Depreciation and amortization (real estate related) including share of
unconsclidated real estate joint ventures and discontinued operations 178,847 202,490 190,397
Cumulative effect of a change in accounting principle - 3,845 -
Funds from operations available to common stockholders $141,766 $334,447 $ (16,098)

RECONCILIATION OF FUNDS FROM OPERATIONS PER SHARE, BASIC

(UNAUDITED)
. For the twelve manths ended December 31
$ in thousands, except per share amounts 2004 2003 2002
Net income available to common stockholders $ 0.64 $ 1.32 $ (1.26)
Add/(deduct):
Gain on disposition of real estate, net {0.05) (0.08) (0.02}
Gain on disposition of discontinued real estate, net (0.83) (0.39) (0.10}
Gain on disposition of real estate from unconsolidated real estate
joint ventures - - -
Depreciation and amortization (rea! estate related) including share of
unconsolidated real estate joint ventures and discontinued operations 1.18 1.35 1.27
Cumulative effect of a change in accounting principle - 0.03 -
Funds from operations available to common stockholders per weighted
average common share outstanding — basic {a) $ 094 3 2.23 3 (0.11)
Weighted average shares outstanding — basic 151,596,514 150,005,663 149,477,187

(a) Funds from operations available to common stockhelders per weighted average common share outstanding - basic
may not total the sum of the per share components in the reconciliation due to rounding.

RECONCILIATION OF FUNDS FROM OPERATIONS PER SHARE, DILUTED

(UNAUDITED)
) For the twelve months ended December 31
$ in thousands, except per share amounts 2004 2003 2002
Net income available to common stockholders $ 0.63 $ 1.32 $ {1.26)
Add/(deduct):
Gain on disposition of real estate, net {0.05) {0.08) (0.02)
Gain on disposition of discontinued real estate, net (0.82) {0.39} {0.10)
Gain on disposition of real estate from unconsolidated real estate
joint ventures - - -
Depreciation and amortization (real estate related) including share of
unconsolidated real estate joint ventures and discontinued operations 117 1.35 1.21
Cumulative effect of a change in accounting principle - 0.03 -
Funds from operations available to common stockhofders per weighted
average common share outstanding — diluted (b) $ 093 3 2.22 3 {0.11)
Weighted average shares outstanding — diluted 153,109,854 150,453,281 149,477,187

{b) Funds from operations available to common stockholders per weighted average common share outstanding — diluted
may not total the sum of the per share components in the reconciliation due to rounding.
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Corporate Headquarters

10 South Riverside Plaza, Suite 1100
Chicago, IL 60606
(312) 798-6000

Investor Relations

Dennis C. Fabro

Senior Vice President, Investor Relations
10 South Riverside Plaza, Suite 1100
Chicago, IL 60606

(800) 891-7017

investor.relations@trz.com

Transfer Agent and Registrar
Mellon Investor Services LLC

85 Challenge Road

Ridgefield Park, New Jersey 07660

(800) 852-0037

shrrelations@melloninvestor.com
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PricewaterhouseCoopers LLP
Chicago, IL

Listed

New York Stock Exchange (NYSE)
Symbol: TRZ

Stockholders

As of March 11, 2005, the number of common
stockholders of record was 329. This does not include
beneficial owners of the Company’s stock whose shares
are held in “street name” with a broker.

Annual Meeting

The annual meeting of stockholders will be held

on Thursday, May 19, 2005 at 10:00 a.M.,

Central Time in the Grand Salon B, Park Hyatt Chicago,
800 North Michigan Avenue, Chicago, Illinois.

Dividend Reinvestment and Stock Purchase Plan

Trizec has adopted 2 Dividend Reinvestment and Stock Purchase Plan (the "Plan”). The Plan provides Trizec's
stockholders with the opportunity to auromarically reinvest their quarterly cash dividends to purchase
additional shares of Trizec's common stock, as well as the opportunity to purchase additional shares common
stock directly from Trizec. Before deciding to participate in the Plan, please carefully review the Plan
prospectus, which includes important information about the Plan and limitations on certain investors’

ability to participate in the Plan.

For more information or to join the Plan, please contact Trizec's Plan administrator at:
Mellon Bank, N.A.

c/o Mellon Investor Services

PO. Box 3338, South Hackensack, NJ 07606-1938

Toll Free: 1-800-837-9045

International: 201-329-8660

A copy of the Plan prospectus and related information also are available on Trizec's websicte at www.trz.com.

Share Trading By Quarter (NYSE)

Volume
2004 (Millions) High Low Close Dividend
First Quarter 13.5 $17.15 $14.98 §17.15 $0.20
Second Quarter 15.0 $17.38  $13.50 $16.26 $0.20
Third Quarter 17.8 $17.535 $1580  $15.97 $0.20
Fourth Quarter 57.1 $19.05 $15.75 $18.92 $0.20
Volume
2003 - (Millions) High Low  Close Dividend
First Quarter 11.9 $10.05 $ 811 $ 850 $0.20
Second Quarter 17.4 $11.64 § 858 $11.37 $0.20
Third Quarter 13.5 $12.50 $11.04 $12.26 $0.20
Fourth Quarter 16.6 $15.97 §$12.25 $15.40 $0.20

Form 10-K and Other Information

As required by the federal securities rules adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002,
Trizec has filed as Exhibits 31.1 and 31.2 to its Annual Report on Form 10-K for fiscal year ended

December 31, 2004 the certifications of its Chief Executive Officer and Chief Financial Officer, respectively,
regarding the quality of Trizec’s public disclosure, The Annual Report on Form 10-K, which has been filed
with the Securities and Exchange Commission, is included in this annual report to stockholders

and also is available on Trizec’s website at www.trz.com. In addition, Trizec has submitted to the New York
Srock Exchange a certificate of Trizec’s Chief Executive Officer certifying that he is not aware of any violation
by Trizec of New York Stock Exchange’s corporate governance listing standards as in effect at the time of

the submission of such certificate. Stockholders are encouraged to use the Trizec website to view copies

of Trizec’s filing with the Securities and Exchange Commission and this annual report.
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Board of Directors

Peter Munk
Chairman of the Board of Directors
Trizec Properties, Inc.

Chairman & Chief Executive Officer
Trizec Canada Inc.

Timothy H. Callahan
President & Chief Executive Officer
Trizec Properties, Inc.

L. Jay Cross*
President
New York Jets, LLC

The Right Honourable Brian Mulroney*
Senior Partner

Ogilvy Renault

James J. O'Connor®
Former Chairman & Chief Executive Officer
Unicom Corporation

Glenn J. Rufrano**
Chief Executive Officer
New Plan Excel Realty Trust, Inc.

Richard M. Thomson®

Former Chairman & Chief Executive Officer

The Toronto-Dominion Bank

Polyvios C. Vintiadis**
Former Principal
Morgens, Waterfall, Vintiadis & Co.

Stephen R. Volk*
Vice Chairman
Citigroup Inc.

Executive Officers

Timothy H. Callahan
President &
Chief Executive Officer

Michael C. Colleran
Executive Vice President &
Chief Financial Officer

Brian K. Lipson
Executive Vice President &
Chief Investment Officer

William R.C. Tresham
Executive Vice President &
Chief Operating Officer

Ted R. Jadwin
Senior Vice President,
General Counsel & Corporate Secretary

This page and opposite page:
10 South Riverside Plaza, Chicago

Senior Officers

Evan M. Boris
Senior Vice President,
Acquisitions & Dispositions

Stephen E. Budorick
Executive Vice President,
Central Region

Dennis C. Fabro
Senior Vice President,
Investor Relations

Paul H. Layne
Execurtive Vice President,
Western Region

Douglas I. Winshall
Executive Vice President,
Eastern Region

* Member of Compensation Committee, Nominating Committee and Corporate Governance Committee

* Member of Audit Committee
© Presiding Independent Director
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